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MS. McDONALD: Good afternoon. Thank you for com ng. This is
the Fourth Regul atory Fairness Board Hearing. And it is in the
Region | X, which covers the great States of Arizona, California
Nevada, the Hawaiian |slands, and Guam So we'll be hearing

di verse testinmoni es about things happening in this Region

We have a very excellent panel of |eaders who are Regulatory
Fai rness Board Menbers. We'll refer to the program as RegFai r
for short. l'"m Gail McDonal d. This may be your fourth hearing
here in the Region, but it is my first. l'm the new National
Ombudsman. Aida Alvarez, the SBA' s adm nistrator appointed nme a
nont h ago. It’s a great privilege to serve in this position.

| come from a small business famly. Someone was asking me
earlier in what Kkind business ny famly was involved. | told him
“all kinds of businesses”. My father Ioved starting small
busi nesses. My mot her | oved pursuing them But about every seven
years they tried a different one. So, mainly they were in the
busi ness of transportation, car deal er shi ps, fixed based
operations, little airports, and training centers.

As an adult, | worked for both state and Federal
Gover nment . ['m proud to say that | was involved with Vice
Presi dent Gore's reinventing governnent initiatives. And it is
t hat program t hat brought nme to this program The reinventing
government initiatives have been part of the push to create this
i mportant | aw, these boards, and this outreach voice both for
smal | business and to small business

So we're very proud of this programin the Clinton Adm nistration.
And, it is an honor for me to be serving in this role. Today, of
course, |I'm here to I|earn. All of you are the stars, and our
Board Menmbers should be given credit for their role in running
this program I|'m privileged to introduce Bruce Raden, who is
Senior District Aide to Congressman John Shadegg. Pl ease stand
up. Thanks so much for com ng

If other representatives come in, we'll introduce them as
well. 1'd like to introduce our RegFair Board Menbers. Our Chair
i s Kat hy CHAVEZ NAPOLI. Kathy, would you like to say a few words?

MS. CHAVEZ NAPOLI : Wel come. |'mreally glad to be here. I d
li ke to share just a little bit about myself and |let you know
that I am a small business owner in Silicon Valley, San Jose.
Maybe you've heard of it. My husband and | started our business
when we were eighteen and nineteen, twenty years ago. So, | was
very young when | entered into this business.

| think it's very inmportant that we have these kinds of hearings
so that we can hear from you, the industry, and the Federal



Agenci es. So I'm very happy to be here. And with that, | will
i ntroduce you to Tom Gutherie, who is another Regional Regul atory
Fai rness Board Member.

MR. GUTHERI E: Good afternoon. My name's Tom Gutherie and |1'm
from Las Vegas. I'm President and CEO of Southern Nevada
Certified Devel opment Conpany, whi ch i's a SBA | endi ng
organi zati on. We also admnister the SBA's Wnmen's Business

Devel opment Center Program as well.

| have worked on the issues involving regulatory reform for smal
busi ness for many years, eighteen years as a matter of fact.
Passi ng of SBREFA was probably one of the nobst important pieces of
| egi slation to date for small busi nesses.

And being here as a Board Menmber is truly inmportant because
SBREFA allows us to hear from small Dbusiness owners and the
problems that they're confronting on a daily basis in the trenches
working with the Federal Agencies.

And we're happy that you're here and | ook forward to hearing your
testimoni es today.

MR. CERBONE: Li ke Gail, this is my first Board Meeting. So |I'm
just here to listen and |earn. I'm President of Travis Morgan
Securities based in Irvine, California. It's a small business.

We primarily raise Money for small businesses in the proper market
arena.

We're very sensitive to the issues that involve small business,
and this is a great opportunity to be more of an activist than
passi ve. And this Board, and Boards across the country are very
I mportant.

It's important that we listen and |earn from your experiences.
l'm very pleased to be here. | ook forward to listening to sone
of your little difficulties or inmpedinments to business.

MR. TSENG Good afternoon. My name is C. K. Tseng. |I'm the
owner of Norvrich Travel Service Conpany. We enmploy fifty-four
enpl oyees, nostly wonmen. As to nyself, I'm a small business
advocate. In 1986, | was elected as a delegate to the White House
Conference on Small Business.

In 1995, | was elected as the Vice Chair of the California
Del egation to the White House Conference on Small Business. I n
addition, | serve on many other boards in the community. And 1’ m
proud to be a member of the SBA s Regional Small Busi ness

Regul at ory Fairness Board.



Since small business is the engine of our econony, you as business
owners can help change the regulatory enforcenment environnment
t hrough voicing your concerns. Thus, we are here together with
t he Federal Agencies to listen to any issues you may have. So
pl ease don't be shy to speak up. Thank you.

MS. McDONALD: Thank you. | want to introduce the menbers of the
SBA famly. SBA in all of its progranms and branches supports the
RegFair program And we are indebted to people in the Region for
maki ng these wonderful arrangenments.

So |I'm pleased to introduce our Regional Adm nistrator, Viola
Canal es.

( APPLAUSE)

Let nme also recognize Bob Bl aney, also our host, the director of
Smal | Business Devel opnment Center, M chael York. M chael, thank
you so much.

( APPLAUSE)

Before we begin, let me point out that in your packet you have an
executive summary of the report that we send to the Congress each
year. If anyone really likes to read the entire report, we can

make it available to you. We're very proud that you were able to
meet t he deadline of February 29th.

You al so have a short brochure in your packet that tells you about
the history of the program 1In addition, there is a form that
needs to be conpleted and returned to us. We al so have a RegFair
card. We hope you'll pass it on. We want small business people
to know about this program and to participate with us.

Further, we generate our RegFair report, which is a nonthly
newsl etter for our constituents. And, as | said, we're always
open to your suggestions. So please read these things and give us
your feedback.

But mainly, today we're here to hear from you and |I'm delighted
that we can begin the program And |I'm turning it back to our
Chair, Kathy Napoli.

CHAI R CHAVEZ NAPOLI : Thank you. And what 1'd like to do is just
cal l the meeting to order. So let’s begin hearing your
testi moni es. I'd like to <call Joe Dean to give us some

i nformati on.

MR. DEAN: Thank you Madam Chair, and Board Menbers.
Wel conme to Arizona on behalf of Governor Jane B. Hull. I'"m the
Governor's Small Busi ness Advocate and Director of Econom c



Devel opment for the State of Arizona. We appreciate you taking
the tinme to conme here and talk about some of the issues that we
have concerns about small busi ness.

There are four areas. The first area is about the special
i nterest groups and citizen enforcement actions. This is an area
that the Federal Government allows citizens and special interest

groups to bring charges, conmplaints, court actions, or threats of
court actions against businesses for alleged infractions of |aws
and regul ations.

The EPA has been one of the |largest users of the special interest
groups in bringing charges against conmpanies in the state of
Arizona. And in effect, virtually creating an extortion situation
where the company can either face atrocious fines on issues they

knew nothing about or were in violation of, knowi ngly or
unknowi ngly, and have no choice, but to have to negotiate wth
t hese groups. And end up paying nmoney to the attorneys

representing the groups as well as to the Federal Governnent.

It's one thing for the Federal Government to bring charges agai nst
somebody. There is quite another where for personal gain,
corporate gain, |lawyer gain, political or notoriety, organizations
are allowed to bring forth charges against conpanies for alleged
I nfractions.

We believe that this is inaccurate, incorrect, and unfair and
certainly does lead to some extortion cases that are handled by
t he Federal Government on behalf of the citizens of the Unites
St at es.

The second area is that we feel t he Federal Government nust take
every possible action to make citizens aware of new |aws and new
regul ati ons as they affect small businesses and entrepreneurship.
It's very difficult for entrepreneurs to keep up with all of the

|l aws that will potentially affect their businesses.

So the point is that it should be the total responsibility of the
Feder al Gover nnent when maki ng any changes in | aws or
regul ations, to make sure that all smal | businesses affected by
those laws receive information and are made aware rather than
hol ding the entrepreneurs responsi ble for reading numerous

publications and searching the | atest rules and regulations that
i mpact their particular businesses.

The third area invol ves requiring the Federal Governnent to use
el ectronic reporting systemto a greater extent than they do now.
Rat her than having conpanies put out paperwork on a periodic or
regul ar basis, there ought to be a safe and secure el ectronic
reporting system so that this information can be quickly and



easily transmtted to the appropriate agency. And this would also
make it easier for the agency to handle the information as it
comes in.

And the |last area involves several issues that we hear over and
over through nmy office in the Business Assistance Center of
Arizona Departnment of Conmmerce. We talk to about thirty thousand

entrepreneurs a year on starting, expanding and relocating their
busi nesses.

And as | go around the State, the following specific issues
continually come up, that entrepreneurs feel that should be
changed or aboli shed. The first issue iIs estate taxes. And |
won't go into the details on each of these. They're obvi ous and

you've heard them over and over again.

The second one is allowing equal deductibility for insurance
premums, whether it's for a major conpany, a small business, an
i ndi vi dual who has to pay his/her own insurance, or any other form
of health insurance. If one can take deductibility, all ought to
be able to take deductibility.

The third issue is reducing capital gains levy that significantly
affects small businesses as they change hands from owner to owner
or famly to famly, and liberalizing the depreciation schedul es
for small business. And the |ast would be to improve the Internal
Revenue Service's criteria for independent workers.

The twenty questions in many cases are very difficult to
understand and difficult to interpret, and do cause a |ot of pain
and suffering.

And |I'll be happy to answer any questions you have. We do have a
handout on the material that |'ve provided. Thank you very much.

MS. McDONALD: Thank you.

MALE VOI CE: If I mght, there's one other point to make. Al of
your testinonies will be made available to the public through our
website. In addition, we will bring the issues covered in your

testi moni es to the attention of your Menbers of Congress and
Members of Congress throughout the Nation when they're |ooking for
I ssues of inportance.

Today, we will first hear your testinmonies, and then we will
begin working wth that, so that we <can come up wth new
recommendations as well as evaluation of Agency performance. But

we'd want to make sure that, to the extent we can, we |everage
your time here, which we know is very valuable, to make sure that
your voice is heard by the rest of the Federal Government



MS. McDONALD: Does anybody from the Board have any question to
Joe?

MR. GUTHERI E: |"ve known Joe for a few years now and he is doing
an excellent job here in Arizona. And we try to duplicate a | ot
of what you've already done in Nevada. So we don't have to
reinvent the wheel. You've created it and vyou've done an

excel l ent | ob.
MR. DEAN: Thank you, sir.

MR. GUTHERI E: Can you give us an exanple on the first point with
t he Federal Governnent, all owing agencies to utilize a program
encouraging citizens wth special interest to bring charges
agai nst businesses? Can you name an agency or rule that allows
such groups to bring these charges?

And secondly, can you give an exanmple of small businesses. " ve
seen this being used in cases of |arge businesses, utilities and
t hi ngs of that nature.

MR. DEAN: Sure, M. Gutherie. It has gone through the Federal
Courts recently, and they have pulled back a little bit on the
EPA's use of this program The nost egregi ous exanmple that [|'ve
seen was thirty-two or thirty-five cases here that | was aware of

in the Metro Phoenix area couple of years ago. For exanmple, an
organi zati on here was going around determ ning whether or not a
single page form indicating whether there was diesel fuel on the
property, had been filed with the State Office of Emergency
Preparedness. It’s a Federal requirement that it be filed there.

This organi zation conducted a survey to identify the nanes of

those thirty-two or thirty-five businesses. And then it would
contact these businesses, t hrough an associated law firm in
Tucson, by sending out a letter indicating that they had

i dentified the small company and they had discovered that this
single page form was not on file with the State Office of
Emer gency Preparedness.

The fine for failure to file such a form was twenty-five thousand
dollars a day. Then it was up to these small businesses to decide

whet her to settle or go to the court. One conmpany here,
unknowi ngly, had failed to file the form for two years. Anot her
company had hired a professional consultant to make sure all of

their EPA regul ations were covered and that consultant had also
failed to identify this problem

The small businesses decided to settle. And the law firm in
Tucson was making money on this, but the organization bringing
these charges against small businesses was prohibited by law to



make money on it. There was sonething really strange going on

her e. The companies would have to settle with this Kkind of
t hi ngs. And oftentinmes it i ncluded not only a nonetary
settlement, but also an agreement to do other things, |ike provide

extra transportation for some groups or whatever.

That's one case. I n anot her case, also involving the EPA, a
wel | - known and well-docunented fire had occurred here in an
el ectronics plant. Two years after reaching settlement with all of
the agencies, City, State and Federal Governnents, one of these
organi zati ons went back to the EPA and generated nobre charges
agai nst the conpany. The company had been sold, conpletely
changed hands, changed properties and was relocated . And the
EPA, through the suggestions and pressures of this organization,
had gone back to the now new conpany and insisted that they clean
all the ducts in an area of about one mle around where this fire
had occurred.

And at the same time the EPA's own regulations does not require
that ducts to be cleaned in homes, unless there is a construction

or other major reason to do that. Then you create nore problens
and more hazards than you solve. In this case, the small
busi ness agreed to settle out of court. Thi s organi zation was

very close to going out of business because of these Kkinds of
pressures.

Those other thirty plus small businesses also were pressured by
this organization. It's not right. If you need to file
somet hing, you need to file it. There's no question about that.
If you're in violation, you're in violation. But don't allow a
citizen group or a special interest group to gain from harassing
busi nesses.

MR. GUTHERI E: Is there a specific law or a regulation that
al | ows such private ~citizen groups to investigate small
busi nesses?

MR. DEAN: Yes, there are regulations with the Federal Government
that allowit.

MR. GUTHERI E: W t hin sight of EPA?

MR. DEAN: yes, however, the Federal Courts now have pulled back
a little bit on the use of that first case where they were going
around doi ng searches.

MR. GUTHERI E: Uh- hum

MR. DEAN: They still do it, but t he Federal Courts have put a
few throttles on them But it needs to be removed. This is not



the right way to do this. I have no problem at all with
i dentifying violators. No problem at all with settling the
vi ol ati on. I have problems with personal gain by the citizen
groups.

MR. GREI NER: Actually, one of the conmpanies that you talked
about, without disclosing its identity, has previously contacted
our office. And | think one of the issues we're tal king about is
nore of a statutory issue and that's the citizen's suit. And t he

other part is certainly the regulatory and the coordination.

And one way that the Board was trying to address that in this
year's recommendati ons was calling for the Federal Agencies to do
much nore. Actually it hits on a nunber of the points you raised.
Do nmuch more to coordinate with the State and | ocal governnent.
For exanple, speaking of the reporting requirenment, a couple of
years ago in M nnesota a conpany did everything it possibly
coul d.

They worked with the State EPA. They worked with the local Fire

Mar shal | . But unaware of this Federal reporting requirement, this
company was found in violation of a reporting requirement. The
State of Arizona had settled this case. And | think one of the

t hings that we took EPA to task with is why is this com ng back to
life as far as the EPA is concerned.

As opposed to the court case, if EPA doesn't have any authority
over, we understand that may be more of a congressional issue

We addressed two i ssues here. One was the recommendation that this
coordination has to be a priority. And the second is we're
working with EPA and a couple of other agencies on trying to
di scern ways to reach small businesses nore efficiently with these

regul ati ons. And certainly, even with regulations that are
changed. Because if you don't know what the requirements are,
even if you're trying and you're reaching out to your Fire
Depart ment, you're really caught off guard. And it's the gotcha

mentality that this Board is all about trying to fight.

But it is not about gotcha. It's about conpliance. What we are
| ooking for is reasonable conpliance without the Draconian side
effects.

MR. GUTHERI E: And 1'd al so make another point, that EPA has a
pilot program that initiated a couple of years ago through the
SPDC program for assisting and working with small businesses with
the reporting requirenments. So that they become aware of t he
regul atory issues and reporting issues for EPA. And in our State
of Nevada, through the SPDC program this new EPA program is
wor ki ng very wel | .
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MS. McDONALD: Regi onal Adm nistrator Canales, is there any way
that SBA could publicize the new |laws and changes in the | aws
through its website for the small businesses?

MS. CANALES: I would have to check on that. That may be nore
of an advocacy. I know that with the SBA, we want very much to
get everything online. MS. CHAVEZ NAPOLI : Okay. All right.
Thank you. Now | would just add that we have experienced that in
the Northern California, where | operate an auto dismantling

busi ness. And so we are very nuch regul ated by the EPA as well.

There were those dismantlers in the Northern California, who were
sued by the special interest groups and they did have to settle.

These conpanies who didn't even |look to the SBA, and didn't know
where to go for advocacy, ended up settling just so that they
could stay in business. And in addition, they inposed additional
conpliance requirements on these small businesses that were not in
the | egislation.

So we're very much aware of that now and we're trying to get that
information out to the industry in our area. So it's very hel pful
to have people who are chanpioning the small businesses on these
I ssues. So thank you very much.

MS. McDONALD: |f there are no other questions, I'd |like to cal
Gary Barnes. You're fromthe Community First National Bank.

MR. BARNES: Yes that's correct. Madam Chair man, members of the
Board, good afternoon. My name is Gary Barnes. [''m with
Community First National Bank, and also a menber of the Nationa
Advi sory Counci | to t he Uni t ed St ates Smal | Busi ness
Adm nistration. And it's in that capacity that I am here today.

|'ve been asked to read a letter froma small business by the name
of Prescott Brewi ng Conpany from Prescott, Arizona. The author is
Roxanne Neil sen. And Ms. Neilsen wites as follows. My many
concerns are the followi ng: Nunmber one. Requiring me, as a
restaurant owner, to nonitor my enployees tipping amunts.

IRS can legally audit my business and assess additional FICA and
Medi care taxes on ne, the enmployer, on what it deens unreported
tips by ny enployees without ever auditing the enployees. Annua

Form 8027, which is required yearly, is a pain to fill out. And
ultimate responsibility of under reported tips falls on the
empl oyer. Restaurants are the only industry that nust conply. No
one nonitors the mllions of under reported tips by cab drivers,

hai rdressers, bell hops, notel cleaners, and etcetera.

The only reason that restaurant industry is targeted is because so
many restaurants have nore sophisticated in-house conmputerized
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systenms that make tracking easier for the IRS. | do too.
My second concern is in reference to rai sing Federal M nimum
Wages. Congress doesn't realize that entry-level jobs are just

that, entry level.

A | arge percentage of the people hired by the restaurants, have
no experience in the job market whatsoever. Most peopl e earning
m ni mum wages are not famly people who are supporting spouses
and/ or ki ds. Many are even part-tinme students who are not

attempting to earn a |living wage.

And item three, INS regulations are also burdensome on snall
busi ness. Document ati on of legality should not be on the backs of
empl oyers, nor should we be required to do the even nore tinme-
consum ng task of the Federal New Hire Reporting responsibility.
Al t hough ny payroll service does this, they charge me for each new
hire person for whom they nmust report.

ltem four, reporting and paynment of Federal Excise Taxes on a

bi weekly basis for our beer production is excessive. |  would
think that quarterly reporting and payment should be sufficient.
Hope the nmeeting goes well. Thank you for thinking of wus.

Si gned, Roxanne Neil sen, Prescott Brewi ng Conpany, Prescott,
Arizona. Thank you very much.

CHAI R CHAVEZ NAPOLI : Thank you. Do we have any questions from
t he Board? Thank you. Now | would like to call Andy Gordon from
Arizona Multi-Bank.

VR. GORDON: Good afternoon distinguished panel, smal |
busi nesses, and small business advocates in the audience. ['"'m
President of Arizona Milti-Bank. W're a Community Devel opment
Financial Institution certified by the U S. Department of the
Treasury.

We did our first loan in 1992. And now we've done over fourteen
mllion dollars in |Ioans over two hundred and twenty projects. W
are totally privately funded by commercial banks in Arizona with a
capital in excess of ten mllion dollars. We have no gover nnent
noney at all. And 1'm going to tell you a little story about how
we tip toe in the area of Government money and how that benefits
small businesses. Our loans to the small businesses range from
five hundred dollars to a half a mllion dollars. We al so | end
to affordable housing and non-profit organizations. But by far,

ei ghty percent of our projects are with the small businesses.

There are fifty-two mllion dollars in project costs, so we
provide a mezzani ne of subordinate debt in order to help banks tip
toe into projects they m ght not do otherwi se. We do not conpete
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with the Small Business Adm nistration. We do the deals that the
banks cannot do in whole or in part, or with the Small Business
Adm ni stration.

The banks have really aggressively, or as you've all noticed over
t he past few years, reached into the small business market, where
t hey hadn't been before. And because of that, the Arizona Muilti -
Bank | ooked for new avenues to provide access to capital for
smal | busi nesses.

To explore such avenues, we conducted a deliberate and sane
research project to identify how to do that. We had a di scussion
with Bob Bl aney, District Director with the Small Busi ness
Adm ni stration. He introduced us to folks in the investnment
division of the Small Business Adm nistration, and encouraged us
to look into a small business investment conpany.

That we did. And probably the end of the story is that we've now
raised in excess of seven mllion dollars. We have formed a new
limted partnership, which will probably approach ten mllion
dollars in local funds to become an eligible small Dbusiness

I nvest ment conpany.

Now | would say we did our due diligence on the SBA as nuch as
t he SBA did its diligence on us. So our due diligence really
produced a very capable agency. | haven't dealt with other
di vi si ons, but the investment division is made up  of
practitioners who understood equity, and understood how to put a
proj ect together.

SBA also conducts, before you even get vyour |icense, a
training program on the rules and regulations, which 1is an
excellent programto find out where you're going to, and what's
ahead of you so you can perform accordingly and make it as easy as
possi bl e.

Also | think the SBA has done an excellent job by inform ng us up

front on what we have to do right. They nonitor our reports
cl osely enough but not kind of |ike a gotcha type of approach,
which is very good in nmy opinion. And you can take corrective

actions afterward.

But the inportant thing is that SBA is very proactive in
educating us to be an effective small business investnment conpany.
We were delighted this summer when President Clinton made his tour
on the new markets initiative. He canme to Arizona last July to
announce that we were the first to submt application to the
Smal | Business Adm nistration under the new markets initiative.

And we're looking to reach out into the community, where folks
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have had chall enges before. The new markets initiative is a
tremendous initiative to induce SBICs to reach into rural areas,
| ow and noderate-incone areas, and | ndian conmunities.

The question for the Federal Government is how can you respond

quickly to the changing needs in the community? What | mean is
that there is a tremendous demand now for small busi ness
I nvest ment conpani es. And | don't think staffing has changed

accordi ngly.

For exanple, the nunmber of people you have in legal divisions to
review such applications are Iimted, however, they try as hard as
they can. They've been very responsive. So the question for the
Federal Governnment is how can you increase or decrease your |evel
of staffing with the changes that are taking place in the market?

That is the challenge to how to be really reactive to the market
pl ace now.

So licensing does take tinme. We subm tted our application on the
February of the year before.

So the process is slow and it's not just the Federal Governnent,
It'"s us raising the capital and so forth. But the idea is how
could we make this process nmore efficient? For those of you who
aren't famliar with the Small Business |nvestnent Conmpany, under
SBI C Program for every dollar we raise locally it gives us the
ability to raise two to three dollars of Federal doll ars.

So the ten mllion dollars we raise creates a thirty mllion
dollars of funds available to small businesses in Arizona. So
those are the things that we would |like to see happen. And | can
only say the staff and the relationship with the Small Business

Adm ni stration has really been tremendous.

The only guarded conmplaint | have is that SBA is not sufficiently
staffed to respond to all the needs that are out there for small
busi ness.

The other area is that we try to reach into rural comunities in

I ndi an country. We have seen the entitlement comunities, in
| arge metropolitan areas such as Phoenix and Tucson, have
dedi cated Community Devel opment Block Grant noney to enhance

|l ending to small businesses. We have also seen that the State has
taken a tremendous initiative, under the State Departnment of
Commerce who manages the CDBG noney, for other areas throughout
the State, to enhance programs on loans in rural communities.

So t hey put guarantee nobney out there for Lawrence, Arizona;
Apache County, Arizona; Yuma, Arizona; or Tucson, Arizona. So the
CDBG programis a good way to enhance or encourage |enders to | end
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in the comunities wi t hout wusing CDBG noney for adm nistrative
support.

Because the |oan program is privately run, t he enhancement
requires very little admnistrative costs. The Small Business
Devel opment centers in most of our community, we call it a
community |ending program where they're enhanced by Communi ty
Devel opment Bl ock Grant noney, are required to go through a
trai ning program

And in many cases, if not in all cases, Smal | Busi ness
Devel opment Centers provide entrepreneurial training for small
busi nesses. The |l ast area is probably mcro | oan program We
have a good partnership with the Self-Enploynment Loan Fund
program ( SELF). This program provides loan ranging from five

hundred to five thousand dollars to small busi nesses.

There is also Wmnmen Business Center, which is supported by SBA.
And that has been a way to reach the community that we could not

reach in any other way. | promsed the last one was nmy | ast
poi nt . I suppose, my final poi nt S the Community
Devel opment Financial Institution. It's a tremendous initiative
of this Adm nistration under the U. S. Department of the Treasury,
who provides to the small businesses access to capital through
worthy non-profit comunity development corporations in the

community.

Being a new agency, | think they're just getting the kinks out.
A | ot of paper work is involved and a lot of data is required in
order to be eligible for funds and technical assistance support.
Al t hough their over cautiousness, is hanpering the delivery of
those dollars to appropriate agencies in a timely fashion

| believe it's a very worthy initiative. | hope it does continue,
as | suspect, it wll. That is my final remark. | prom se.
Unl ess you have questions.

CHAI R CHAVEZ NAPOLI : Thank you. Viola, you had a comment or a
questi on.

MS. CANALES: I will also say that on Tuesday | was in Fresno

with the point person of our financial departnment, Charles Hansey,
in a round table discussion with people from other agencies and
foundati ons on how best we could nmeet the equity gap in rural
ar eas.

And so we're thinking of maybe credit unions and nmore SBICs and
nore community banks. And one of the things that is going on is
with the bank mergers. A lot of big banks that were out there in
the rural areas are no longer there. And that |eaves the SBIC
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programto fill the voids.

And yes, we do have a staffing issue. But venture capital is a
key for the SBA and it's never been as successful. But there is a
del ay. | remenmber just the other week | gave a license and it has

been in the mx for two years. So you're not the only one.

MR. GUTHERIE: And | guess that was going to be my question. \Wen
did you submt your application to SBA?

MALE VO CE: Don't get me wrong. The process of devel oping SBIC
has a certain gestation no matter what.

MR. GUTHERI E: I'mfamliar with the program |'mvery famliar.
MALE VOI CE: Oh you are? Okay. So you know that it does take a
|l ong period of time identifying your investors, getting the

partnership agreement negotiated and so on.

MR. GUTHERI E: Absol utely. But did | hear that from the tinme
that you subm tted your application it took you about a year and
hal f, maybe a two year process at the outside?

MALE VO CE: I think if anything, we'd probably maybe even
shorten that process. We probably went in February of ninety
(interposing)

MR. GUTHERI E: Last February.

MALE VOI CE: I'm looking to MKke Shields who's part of the
general partner of the new SBIC called Magna Capital.

MR. GUTHERI E: And | wanted also to say that, when we talk about
SBA, everybody has to be very conscious of the fact of just how
much their budget has been cut over the years, and also realize
t hat SBA has been doing substantially more with |ess. When the
Clinton Adm nistration canme in, Erskine Bowles, a SBICs and
venture capitalist, was chosen to beconme the Adm nistrator of SBA.
And he went from there over to the White House to be the

Chief of Staff. And he brought in a gentleman by the nane of
Wayne Florin, who was the Director of this SBIC program at the
time. He conpletely revitalized the whole SBIC program to the

type of programthat we have today that is very successful.

There is a concern that this process takes so much |longer. If you
| ook at the default rate or the failure rate of previous SBIC in
the SBIC program you would realize why SBA is being so thorough

in their processing of the applications. VR. GORDON
M. Gutherie, I'd like to just interrupt you for a second. There
were two points. One was the staffing who was made up of

practitioners who understood the industry. And that has been a
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terrific experience.
The only issue is to move things along at a faster pace.
MR. GUTHERI E: Uh- hum Exactly.

CHAI R CHAVEZ NAPOLI : Thank you. Are there any other questions?
Thank vyou. Now I'd like to call Peter Msra from Worldw de
Technol ogi es.

DR. M SRA: Good afternoon. My name is Dr. Reyark Nara M sra. I

have been in Arizona for about eight nonths. | have noved here
after living and running my own business in Dallas, Texas for
fifteen and half years. I'"'mthe only Indian here. And everybody's
a chief. And, as it is customary, | greet you with oriental style
and that is demasto. You can reciprocate in the sanme way. | t
means that |I'm your servant with nmy full energies, with my mnd,
with my hands, actions, and with nmy heart. So, once again,
demast o.

Wor | dwi de Technol ogi es was incorporated in Dallas, Texas in 1987.
And our prinme business was manufacturing of nmodems. We set up a
joint venture in India. Joint venture nmeans transfer of
technol ogy. And |ater on, around 1990 we got into conputers.

One of the two, which | have personally acconplished in Region,
was to participate in mnority business breakfast neetings. These
meetings provide to small businesses, mnority businesses, as well
as Federal agencies with the opportunity to neet with each of us.
And |I'm very proud to say that | have attended these meetings
continuously over the past nine years in Dallas as well as in Ft.
Wor t h.

And my comments will explain nmy part acconplishment. So without
any further ado, I'lIl just read the statement and 1'Il also give
you a copy. The conpany, Worl dwi de Technol ogies, is an authorized

deal er of computers and peripherals for the brand names such as
DELL, IBM Hewlitt Packard, EST, Milti Tech Modens, US Robotics
nodems, Cisco, Networking Products and M crosoft software.

As a mnority-owned business, WATI participated in mnority
busi ness monthly breakfast nmeetings in Ft. W rth and Dallas.
Since 1990, WAI has conducted business with Federal and State
government agenci es. These breakfast meetings are held once in a
mont h and provide an opportunity for success both for Government
and i ndustry.

I[t"s my intention to document both positive and negative side of
busi ness. On the positive side W rldwi de Technologies has
generated continuous business with the following Governnment



17

Agencies: US Department of Treasury, Bureau of Engraving and
Printing, US Secret Service, Internal Revenue Service, and several
ot her sub agenci es.

US Postal Service has been a valuable customer and has saved a | ot

of money by doing business with Worldw de Technol ogies, Inc.
Anmong State Agencies, nmention should be made of three authorized
deal ers who provided a contract to Worldw de Technol ogies, Inc.,

and I nwood Conputer Supplies back in 1994.

General Service Adm nistration and Mnority Business Devel opnent
Agency sponsor the mnority business devel opnment br eakf ast
meeti ngs every year.

Mention should be made of Electronic Commerce Resource Center,
ECRC, who provide free service to web page developnment, e-
commerce, wi thout which a small business cannot grow. As a matter
of record, during the ninetieth period, 1990 to 1999, WATI
generated at |east one mllion tax-exenmpt sales from doing
busi ness with the Federal Government agencies.

WATI assisted and encouraged other small businesses to do business
with each other as well as with Federal Governnment. lt's ny
pl easure to put on record that our contributions were recognized
by MBDA and Certificates of Recognition for the years of 1998 to
1999 were awarded to me for providing support to the mnority-
owned busi nesses.

Now on the negative side, it's with a great regret that | put on
record that opportunities were denied twice by one agency. And
that is National Institute of Health, In spite of the fact that
WATI was the |owest qualified bidder. Simlarly, Dallas Area

Rapid Transit denied two opportunities to our conpany, although
WATI was the | owest qualified bidder on two occasi ons.

It may be mentioned that an inquiry was held and the buying

practices of DART, that is Dallas Area Rapid Transit, were
i mproved thereafter. You are welcome to borrow this report from
me, which is available to study the disparity. And this was the
result of our conplaint to Dallas Area Rapid Transit. Small is
beautiful. Thank you.

CHAI R CHAVEZ NAPOLI : Thank you very much. Are there any
questions from the Board? Thank you. Now I would like to cal

Cecilia Chabez-Protas from Conpetitive Edge Consultants. Welcone.

MS. CHABEZ- PROTAS: Madam Chair, Menmbers of the Board, Madam
Ombudsman, and all small business nembers. I am coming from a
smal |l business mnority perspective. And | want to discuss ny

experience as a mnority entrepreneur in this arena for
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approxi mately over the past two years. To becone a certified
m nority-owned firm | visited the Mnority Business Devel opnment
Center, Hispanic Chanber of Conmmerce. There was a person by the
name of Lumain Berry. She immediately extended all of the
i nformati on that she thought | would need to know in order to get
off on the right foot. And she helped me fill out all nmy
applications to become a mnority certified person in the City, in
the State. She led me to the organizations that | needed to get
i nvolved in, like the Grand Canyon M nority Devel opment Council.

She also helped me with filling out the paperwork for the SDB
certification. And it went absolutely snoothly. And | thought I
was working with an attorney as well as an accountant at the same
time. So | absolutely applaud that program and want to make sure
that it gets on the record. I think she'll be I|eaving here

shortly going to London and we're certainly going to mss her.
But she was an excell ent advocate and resource.

Secondl vy, | want to talk about the SDB certification. I
understand that there's no longer a certification through the
National M nority Supplier Devel opment Council that will care for
the SDB certification criteria. So we have many nmenbers

nati onwide that are mnority nmembers that are within this
organi zation, that now have to look for a third party certifier,
and pay additional funding to get that certification. And |'m not
even sure if there are any in Arizona. And if there are, |'m not
sure if that has been wi dely known or communi cated well.

So that poses several probl ens. First of all, it's not
conveni ent . Second of all, it's expensive. And third of all,
there's a perception that it may not be as thorough as our
m nority certification. And it's because we have on site visits,

| ots of documentation, and |ots of background checking that goes
on. And it's extrenmely thorough so you have a feeling of accuracy
when you know folks are certified to this organization. So I'd
li ke that to just be noted in the record as well.

The other conponent that is quite <challenging to mnority
busi nesses is why there are so many certifications such as SDB
DVA, and AA. And it's like a mze. If there was something that
the Government could do to streamline this process, and have just
one certification to replace them all. Once you've been through
the process it's just a matter of keeping it updated.

So that's the certification piece that | wanted to talk about.
The other thing is that | loved this gentleman's | ast coment who
said, “ | love being small”. There are so many small businesses
out there that are small and |ove being small. | particularly
came from the corporate arena. And my |ife has changed i mensely
because | absolutely | oved being in the small business worl d.
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And | have a concern with our bundling direction that we're
headed. And how that is going to affect small businesses, which
want to stay small and continue to be creative and innovative?

So those are my statements and | sure appreciate the time today.
Thank you.

CHAI R CHAVEZ NAPOLI : Thank you very rmuch. Are there any
questions from the Board?

MR. GUTHERI E: Being famliar with being in a little mnority
purchasing council, and a founding member in Nevada, we have
addressed this issue for many, many years. Is there a centra

provider for certification? The problem is that the different
agencies within the Federal Government have different prograns
that are not necessarily conpatible with one another. For
I nstance, for years we had no set aside progranms for women-owned
busi nesses except through the Department of Transportation.

So that was part of the reason why there wasn't a central |ocation
for certification, because not every agency recognized women as a
m nority business for any kind of a set aside program | don't
want to seem like |I'm harping on a fact, but the fact of the
matter is that the Small Business Adm nistration has a great 8(a)
certification program and that has had a great success in actually
certifying conmpanies as mnority conpani es.

So there's not really a solution to all of this except as an
advocate nmyself to motivate nmore small business advocates to talk
to our Senators and talk to our Congress people about the
I mportance of these progranms and the necessity to fund these
programs. |If they do not hear from you directly about the
i mportance of funding these progranms, then they're going to
continue to cut the programs that are nost effective to us. There
IS one agency that is our advocate in Washington, and that is SBA,
which really had this program for so many years. So | know that's
not a real answer to a problem But it's a starting point of
where we need to begin.

CHAI R CHAVEZ NAPOLI : And | think we m ght even be preaching to
the choir because the folks that are here today are the ones that
are probably making sure that their voice is heard.

MR. GUTHERI E: Well this is an issue that we heard at our | ast
Regi onal Regul atory Fairness Board Meeting. In Arizona we did not
have any central agent. |If | remenber <correctly at the | ast

meeting we tried to address this and tried to see if there was
something that we could do within the State of Arizona to
designate a firmlike that.
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And | believe it was the Grand Canyon. Was that it? Maybe you
coul d address that. Yeah.

MR. HODGMAN: We canme to the |ast regulatory hearing, which was in

Las Vegas, and Gary Barnes, our National Advisor Council Menber,
gave a testinmony on behalf of nmenbers of the Grand Canyon Mnority
Supply Devel opment Council. That testinony basically revolved

around the fact that there was no third party certifier in
Ari zona.

At that time the agency would not reopen that application process.
They did reopen that application process a couple of nonths |ater.
Unfortunately, no one bothered to apply for the certification once

agai n. And so, we still don't have a third party certifier in
this State.

MR. GUTHERI E: Thank you. I think we, as the Board, tried to
make some adjustments there to ask them to reopen. So I'm gl ad
that we did but, unfortunately, they didn't reapply.

CHAI R CHAVEZ NAPOLI : And Viola, you have sonme additional
comment s.

MS. CANALES: Through this whole process, the major downside was
that you tried to certify yourself and didn't make it. Then you
have to wait a year. Whereas, if you went to a certifier and
didn't make it, then you don't have that one-year gap. But it is

an issue. And again, you could potentially self certify yourself.

On the bundling, we have had headaches regarding that because a
| ot of Federal Government agencies have also been downsi zed. So
bundling works for them but it really doesn't work for small
busi nesses.

| want to let you know that there is an appeal process. |If there
is bundling and you're being affected by it, it can be appeal ed.
And you can touch base with Robert Blaney, to find out how to
bring your issue up through the Internet to the SBA. And on the
point of nmultiple <certification requirenment, it makes sense
doing it once and maybe add an addendum The SBA is
| ooki ng at that because it does not make any sense. And that's an
i ssue that we're grappling with. And it's a very good point.

CHAI R CHAVEZ NAPOLI : And back to no one stepping up to creating
a third party certification in Arizona, |'m not sure if we have
the expertise to cultivate that type of recruitment process to
find sonmeone that can do that, or maybe train an organization.
But there's got to be sone other avenues other than | ooking at the
smal | busi nesses. You conplain nobody steps up so that's why we

still have this problem There's got to be other solutions.
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MR. GUTHERI E: Not to interrupt you, National Mnority Purchasing
Council was really at the forefront of this issue for many years.
And you do have an active organization here that has had that
role, not in a formal sense through SBA, but in an informal sense
prior to that program

CHAI R CHAVEZ NAPOLI : And |'m just speaking froma mnority small
busi ness owner perspective. Where do they go? Wth what has
happened, how do we facilitate making that easier?

MS. CANALES: We have across the country a nunber of small
busi ness events. And we actually had one in Arizona, on July
12t h. And they gave information on the fact that 8(a) firms are
al so considered to be SDB.

CHAI R CHAVEZ NAPOLI : | attended that. It was an excellent
conference.

MS. CANALES: Ri ght . And | know we had a certifier from
California there. But, you could touch base with Bob as to where

you could possibly go if you don't want to self-certify yourself.
But on the other hand, when they opened it up, nobody appl i ed
" mjust wondering.

MR. HODGMAN: Yes, 1lzzy Gonzalez from the Mnority Business
Devel opnent Center (interposing)

MS. CANALES: That's how | was certified.

MR. HODGMAN: lzzy was doing it for people also, but he could not
become an official certifier hinself. We've been trying to do it
and the folks in our office are 8(a) Business devel opment program
They have been hel ping people with the paperwork, so that we could
provi de the service for free. Obviously.

MS. CANALES: Well, that's good to know. | chair the mnority
busi nesses here locally, so if | am approached, | will definitely
send them that direction.

MR. HODGMAN: Yes, they can cone to us.
MS. CANALES: It'"s a formal process. Thank you.

CHAI R CHAVEZ NAPOLI : I have a question that 1'd |like to ask.
You're talking about your own personal experiences and you're
saying that it is expensive, it's not convenient, and it's not
timely. Can you give us an idea of how much nore time it takes
because of this process, how inportant it is, and how it affects
your business?

| think that's really inportant. When you are com ng here you're
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taking the time away from your business to share that with us.
It's much more hel pful, because it beconmes a public document to
make it nmore real for the people who are reading that. I f you can
share that with us, depending on what kind of resources you are
using to be certified, that maybe takes you six nonths. That's
very helpful if you can give us as nuch information as you are
confortable giving us.

MS. CHABEZ- PROTAS: Personally, it can take me hardly any time at
all because everything that | did, | did through the Mnority
Busi ness Devel opnent Center. They put all the time and effort
into it and | just pretty nmuch paid them the fee for doing those

services. And that worked out beautifully.

What |'m pointing to, is that those services aren't necessarily
continuing or available and changes have happened and so we're
| ooking at a new set of requirenments for our mnority business
owners of which |I'm being a voice for. And those requirenments
could nmean a lot more time and a | ot more expenses. Especially if
a third party certifier is out of state.

I know the application for SDB alone is about this thick when

you're done with it. So imagine how nuch time and comunication
must take place just to get all the information in there
accurately, so that it's not sent back and asked for further

clarification or more docunments.

CHAI R CHAVEZ NAPOLI : And | woul d suggest that representing other
people is very inportant. |If you can have sonme of the people that
you represent just jot down some of these concerns that they can
share with us, specifically to their busi ness, what the
i nconveni ence is, and what the delay in time is.

MS. CHABEZ- PROTAS: | can do that.

CHAI R CHAVEZ NAPOLI : Any of those pieces of information are
critical for us when we go to Congress and report that.

MS. CHABEZ- PROTAS: And how do | find all that information from
this point forward?

CHAI R CHAVEZ NAPOLI : We just happen to have people here that
will talk to you. We can give you our cards or our e-mail
addr esses. However, it's convenient.

MR. GREI NER: In the packets, everyone got the appraisal form
And that's just sort of a cover sheet. You can put anything
behi nd that. And depending on your |evel of confort, we can

either share your information directly with the agency or we can
summarize it in a way so they can’'t identify your business. And
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we get themto provide you with a response.

And then the Board and the National Onbudsman have the opportunity
to review the responses and evaluate agency performance. And
hopefully, see that progress occur. One of the things that we've
seen in this year's report, in our third report, is that agencies
are being more cooperative with us than they have been in the
past. They really do see that this is inportant. Regul at ory
fairness is inportant. And conpliance assistance, and that's
really sort of what you're talking about, and how difficult it is
to comply when you don't even know if there's a conmpany out there
t hat can help you to beconme certified.

MR. TSENG: | have a question. Are you certified as an SDB?

MS. CHABEZ- PROTAS: Yes, | am

MR. TSENG You are.

MS. CHABEZ- PROTAS: | have been certified, uh-hum

MR. TSENG: Are you certified SDB?

MS. CHABEZ- PROTAS: Yes, | am Certified SDB.

MS. TSENG Is that the one that you cannot exceed seven hundred

ifty t housand Iimt and thing?

—h

MS. CHABEZ- PROTAS: Yes.

MR. TSENG: So you are objecting to go to sone other consultant
to get certified, is that what you're saying?

MS. CHABEZ- PROTAS: No, |I'm being the voice of the organization
that |'m part of. And that is the Grand Canyon M nority Supplier
Devel opment Council. I am their Chair. And it's primarily made
up with mnority business owners. The Grand Canyon no | onger

provi des SDB certification. The members now have to go outside of
t hat organi zati on.

The other problem is there's really no need for them to even be
part of the Grand Canyon anynore. So we've reached the potential
of also |osing menmbers. Because they can get that certification
outside and continue to do business with the conpanies that
require the SDB certification.

CHAI R CHAVEZ NAPOLI : Okay. You had a lot of positive coments
about the appraisal form and how to set this questionnaire up.
We called it an appraisal form because it's very inmportant for us
to give recognition to the agencies in the areas where they're
doing a good job.
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So | would encourage you to fill out that appraisal form and
pi npoint the areas that are working. That way we're getting a
report of sonme of those processes that are working so that we can
ensure that they stay there.

So it's very inmportant to give back the positive feedback also
Thank you very much

MS. CHABEZ- PROTAS: You're wel cone. And | understand the
comm tment of time that you give to these boards. l''m on severa
boards myself. So | appreciate that. Thank you.

CHAI R CHAVEZ NAPOLI : Thank you. We have a question. Dr. M sra?
DR. M SRA: I will just make a coment on certification process.
US Department of Commerce had already created a national agency
called Certification of Mnority Businesses. The challenge is
how to give back information to every small conpany. And they’'re

wor ki ng through that process.

Second general comment |1'lIl make is that | have seen several small
busi nesses. These are small businesses that have all kinds of
certification sitting there for years after years after vyears.
And these friends of mne, certified conpanies have not created a
dime business with anybody. So that is the other side. So
certification helps you, but if you are an entrepreneur you'll
find your way.

And | personally have a problem here. Our conmpany has been
certified for so long, but we are not 8(a) certified. Agai n as
Ms. Protas explained, it takes eight mnths or so, to get 8(a)
certification. And not having the 8(a) certification, we recently
m ssed the opportunity to bid on a 2.5 mllion dollar 8(a) set
aside contract with the US Department of Treasury. Our conpany was
gqualified on all of the respects except that it was not 8(a)

certified. So we were not considered. Thank you again.

CHAI R CHAVEZ NAPOLI : Thank you. And Now I'd like to call Tom
McGovern from Red Di amond (OPI Metal).

MR. Mc GOVERN: Hello. My name is Tom McGovern. There's a little
typo there. I'm with Red Dianond Metal Finishing, formerly OPI
Met al Fi ni shi ng. So I'd like to thank you for this opportunity to
address you. And for providing this forum for us to testify and
to improve the working relationships those small businesses have

with the regul atory agenci es.

| am a chem st and environmental manager in a small plating firm
We have approxi mately twenty people at this point. Five
m nutes is sinply not enough time to conmpress ny feelings on these
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t opi cs. But [I'lIl try to be brief. And 1'Ill begin with ny
suggestions for inmrovenent first, in case | don't get to the
ot her things. First of all, | think that Federal Agencies should

I mpl ement some accepted quality management program to oversee the
i nteractions.

Many of wus that are in small business know what the value of
having a quality management system is. So, you have all vyour
empl oyees on the same page. You've got proper docunentation.

You're not sending people to your customers that are trainees and
maybe do not represent fully the feelings of the agency.

And | would want to see no exceptions and no grandfather clauses
to this. No | ocal home rules where some agency would be exenpt
from participating in such a program W need to get the business
| anguage into the Federal | anguage. So quite often, words have

entirely different meanings to a businessperson and to a
regul atory person.

Secondly, | believe either we have to get the assistance side of
progranms and the assurance side of progranms on the same page, or |
woul d suggest we elimnate the assistance side and assign all
people from assurance to assistance side.

And third, |1'm going to nmake kind of a wild statement. I'd |ike
to see environment al manager s’ salaries and these types of
reporting requirement duties that small businesses are assigned to

some sort of tax-deductible status. | believe small businesses
are looking for tax breaks. And this could be
somet hi ng that would make the greens and the environmental people
happy, as well as make businesses happy. | basically don't work
for my conpany. I am a glorified secretary for the Federal
Gover nment . I fill out forns. | interact with agencies. | am

not productive to my conpany.

As a chem st, nmy duties are that when |I'm operating in this other
field I"'m working for the Federal Governnent. So try to keep
these points in mnd as | go through the evidence. And first I'd
like to ook at the; actually the second point first, which is the
conpliance assistance and getting the assurance people sort of on
t he same page.

To better explain as to why there should be sort of management
system for an overview, | would refer to my experience with
Maricova County Air Quality Division, an environnmental resources
program which applies the EPA air quality.

And first of all | would recomend that these people give you a
cover sheet when you first deal with them  You get this from some
agencies. You don't get it from Maricova County. I|f such a
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document exists, | didn't get it. And this is sort of evidence why
you need a managenment systemto begin with.

So that when you're dealing with every customer, every applicant,
that every applicant is treated fairly, and has the same check
l'ist of requirements to pursue. And then as you're going through
the various items everybody knows all along what's happening.

Quite often you'll have a nmeeting with the assistance side of the
group and everyone is cheerful and smling and we're exchangi ng
data and then you talk with the assurance side and it's |like
got cha.

| even had one engi neer at Maricova County saying to nme, “you have
no right to expect to talk to an engi neer”. And | was conpletely
appalled at this concept because as far as |'m concerned he's ny
enpl oyee. My fees, ny taxes pay for this person's salary. And to
say that | have no right to talk to himis; |I'm speechl ess. So |
just let that one go.

So we either have to get them on the sane page with the |anguage

they're talking about or, in ternms of budgets wthin these
counties, they're saying well we don't have enough nobney to run
our program All right, if you elimnate the assistance program

per se and get your assurance people as assisting the custoners,
you have everyone productive.

An engi neer, who's going to be examning a permt, will not be in
an adversarial relationship with you, he/she is going to be in an
advocacy relationship with you getting the permt done.

| also had the further attenmpt at clarifying engineering time. As

| mentioned, | have these very happy meetings with the assistance
peopl e. And | sent my three hundred and fifty dollar fee in as |
i nterpreted. Months later | got a bill over a thousand fifty
dol | ars.

| later found out that some conmpanies |ike Mditorola Divisions have
cleverly cut their divisions into smaller groups, they are still
huge corporations, and are only paying fifteen hundred doll ars.
I'"'ma small business paying ten fifty. And as | jokingly say when
| go to the grocery store | |like to pay for my groceries, not ny
nei ghbors’ groceries.

So, there's a lot of talk wthin Maricova County itself for

redoing the fee structure. That | think it should be even nore
severe. That if you are under the two time limts, it should be a
zero cost permt. Like a zero discharge permt at the water
department, there's no fee. If you nove to the next |evel where

you're actually discharging, there is a thousand dollar, roughly
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the type of fee that everyone pays.

Unlike the Water Departnent, the Air Quality Division has sone

tragic problens. They | ack funding. They're attempting to run
the entire department on the fee structure, whereas certain
portion of the water bill is diverted to sal aries.

Therefore, the inspection departnment and the conpliance departnent
have sort of slush fund and other nonies that they can draw upon

Even for infrastructure, for all these telephones, etceteras. So
somehow we have to get nore funding to the county to |look at this
type of issues.

Ei t her gets the Board of Managers or whoever, the EPA, sonehow get

some nmore funding to the county. And also back to engineering
time, and the cover sheet, had someone sent ne a cover sheet
saying that my interactions with engineers wll be costing nme
seventy dollars an hour, | would have done a whole | ot nmore paper
work up front.

My boss basically pays me a salary. And if | have fifteen
projects to do, or twenty-five, it doesn't matter; |I'm going to
get the sane salary. And if | have to spend nore time on one

that's eventually going to save me nmpney it's in our interest to
do that.

| found | was being charged for a |ot of engineering time and |
got several sheets of paper and to me it was a paucity of
i nformation. And certainly wouldn't be worth a thousand doll ars
or seven hundred dollars additional cost. From a small business

aspect, we could do nore homework on our part in order to keep our
fee structure | ower.

Now of course nmy experiences with the department all have been
ruined in a sense that | have to start from square one with an
I nexperienced person. This is also further evidence for having a
gquality management system where you have proper training. | f
you're sending trainees out, then have the business pay for that
person's training through the fee structure.

A nore experienced person m ght have been able to just look at ny
permt and say oh, very well. It'"s well below the |limts and
we'll sign you off for three hundred and fifty doll ars. Thank you
very much pl ease.

That's pretty much it. | could go on and conmplain but try to keep
those three things in mnd. And in going back to the
environment al manager's sal aries being tax deductible and if there
are any |awyers or accountants in the office |I'm sure you're sort
of chaffing at the bit thinking well why can't we do that as well.
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This may be something to think about in giving breaks to small
busi nesses. That portion of the activities of the business that
deal with Governnment interface, let's try to get some abatenent.
Tax credits are nice, tax deductions are nice, because it's a way
of giving us nmoney without giving nmoney because we can spend it
el sewhere more profitably.

So that pretty nmuch concludes ny remarks and | thank you again for
i nviting us here.

CHAI R CHAVEZ NAPOLI : Thank you. Are there any questions from
t he Board?
MR. GUTHERI E: |'d make a quick comment. One of the things that

we're trying to do here with our Board, and has al ways been, is to
delineate what are State issues, what are Federal issues. MWhat is
a county issue or a city issue and what we're doing on a Federa
| evel .

Most of us here on the Board have worked in our States to create
regul atory fairness |legislation on our State level to address
exactly the inconsistencies in the |ocal governnent. We were very
successful in Nevada |ast |egislation session of getting a piece
passed. And we | ook for our Governor to issue an Executive Order
to upgrade that piece of |egislation.

And then at the next |egislative session will go back again and
hit them for some nore regulatory reform issues for snal
busi nesses. And | think that is another issue that has to be

addressed here with inside of your State to be able to unify and
| ook at how you can get State regulatory reform |l egislation passed
on this level to address sone of those issues.

MR. Mc GOVERN: | was aware of that. But in a sense they are
applying the Federal prograns. And so |'m sort of alerting you to
what we experience when we interface with it. And | want to say,
when | dealt with the Water Departnment, | wal ked away with a very

good feeling.

And it was kind of shocking to see that another agency was very
adversarial, less informative, and nmore confrontational in dealing
with the application.

MR. GUTHERI E: On anot her quick point, under Vice President Gore’s
effort to reinvent Government, OSHA with conbining the assistance
and conpliance people, shifted the focus from penalizing small
busi ness to providing timly assistance to the small business on
conpliance matters.

Unfortunately, we haven't been able to do the same throughout
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every single agency. But at least it was the first big step that
we took addressing exactly what you're tal king about. How do we
take the assistance and the conpliance and put it both together?

MR. GREI NER: | think one of the things you may want to consider
is filling out the appraisal form W’'ve basically let every
Federal Agency know that where they have an intermediary, be a
private company or another |evel of Governnent, take action on
their behalf that the Federal regulatory fairness requirenents

attach. And so we’'ll hold EPA responsible, if Maricova County is
doing their work. So | <certainly wurge you to fill out the
appraisal form W' Il go through that and work with you and

certainly work with EPA. We told every agency if they have an
agent to do it for them then every agency should inform snmal

busi nesses of their right to comment, so that there would be sone
type of accountability. As you talked about, accountability and
gqual ity management are inportant parts of governnment reform You
have to have feedback and you have to have that feedback make a

difference in practice. | would expect that in the future you
m ght have some comments on some Federal agencies |ike OSHA or
EPA. CHAI R CHAVEZ NAPOLI : Are there any other questions?
Thank you. Now 1'd like to call Don Richardson from Aspen

Communi cati ons.

MR. RI CHARDSON: Ladi es and gentlemen of the Board thank you very

Ki ndly. And to the Small Business Adm nistration, and fellow
entrepreneurs, thank you for giving me the opportunity to cone
down and appear before you. | am one of the Presidents of Aspen
Communi cati ons. We are a small business in Northern Arizona

servicing the top six counti es.

We provi de communi cati on services, conput er tel ephony,
I ntegration, and cabling, especially power. We also operate on
the Hopi and Navajo Reservations in Northern Arizona. And we
empl oy people from both of those regions. In March of 1999, ny

wi fe and nyself made the decision to open Aspen Communi cati ons.

In July of 1999, we met with Mke Lainoff, the Director of the
Smal | Busi ness Devel opnent Group in Flagstaff, Arizona. W worked
with M. Lainoff and John Keegan on helping to prepare our
busi ness plan. And after we made sure that we were in a very good
shape, we proceeded to seek a | ender.

And we worked with the First State Bank in Flagstaff. At that
time, we did not know that we were kind of the pilot case for
smal | business |oans that the First State Bank was experimenting.
When we met with First State Bank Loan Officer, we were apprised
that the loan to small business would take approximately three to
five weeks.
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Last week we received our approval from the Small Business
Adm ni stration. After meeting with the bank, we did attenmpt to
meet with the Small Business Adm nistration people in Phoenix.

And we were nmet with a rather brusque reception. We were told that
we were not to deal with the Small Business Adm nistration in any
way and that we were to deal directly with the | ender.

Subsequently, we met with the |ender, and submtted our package.
It took us less than one week to conplete our |oan docunentation.
And three weeks |ater we found out that the |oan package had not
| eft the bank. The | oan package then apparently went in. And we
conti nued our operations.

We received sonme interim financing from the bank. And proceeded
with our business. In Novenmber, we heard from the Small Business
Adm ni stration, again through the Ioan officer, and were told that
we needed addi ti onal i nformation, bal ance sheet s, I ncome
statenments and cash flows, which we did provide at that tinme.

In Decenber, we exhausted initial funding from the bank. And
meanwhi |l e we had nore requests for additional information fromthe
SBA, again through the |ending agency, which we made every effort
to conply with. On January 9'", we were informed that the |oan
application package that we had initiated, was for a startup
busi ness and no |onger applied and that we had to reapply as a
busi ness in progress.

So dutifully we went through and proceeded to try to put all the
paper work together and we submtted that. To make a |long story
short, by February the 8th, we received another request for nore
information from the Small Business Adm nistration, again through
the | ender. Feeling that we had no other recourse and no access to
the Small Business Adm nistration, we wote a letter to Senator
John McCai n.

The response was i nmmedi ate. We were contacted immediately by the
Smal | Business Adm nistration the followi ng Monday. We had M.
Jerry Dukaksis and Chito Fernandez entered the scene and canme to
our office in Flagstaff.

At that time things started moving very quickly. W were asked to
submt a few accounting documents and sonme other information,

which we did. And in only a few days, we had approval for the
| oan. At this time we're waiting for the bank to fund the | oan
So we're still waiting for that piece of it.

| do have some suggestions that | think mght help other smal
busi nesses obtain | oans. First and forempst is identifying a
qualified | ender. In this case perhaps we should have done nore

resear ch. But we selected a |ender who had Ilittle or no
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qualifications with a small business devel opnent.

Second, | think that if these banks are going to be working with
the SBA, there needs to be creating a conprehensive training
program for those |enders that want to participate. Third, |

hi ghly recommend the use of Small Business Devel opment Centers, as
the one in Flagstaff, as a training group for new busi nesses.

The help we received from M chael Lainoff and his staff was

out st andi ng. The people were very hel pful and gave us a |ot of
good information. On our behalf, when we're looking to new
busi nesses | think new businesses need to have a seasoned
accountant to set up their books. We, in our case, did not have
that and I had to go back and rebuild our books.

The other thing that | believe happened here was that there was a
personal dispute between the |oan specialist at the Small Business
Adm ni stration and the lending institution |oan officer. | really
believe that caused a great deal of delays. And | think that

punitive actions against a bank that harmed the people that are
trying to get the |l oan are very counterproductive.

| think there should be an avenue for the client to contact and
interact with the SBA in cases such as ours to divert such actions

as our letter to Senator MCain. When | was contacted by M.
Jerry Dukaksis and Chito Fernandez things worked very well. Had
had the access to talking to M. Dukaksis ahead of time, | think

we could have averted a |ot of problems, a |ot of delays, and a
| ot of heartache.

l'd like to take the time to express my appreciation to M.
Fernandez and M. Jerry Dukaksis and to M. Bob Blaney for com ng
to our aid and helping to bring this long story to the very
successful conclusion. Thank you.

CHAI R CHAVEZ NAPOLI : Thank you. Any questions?

MS. CANALES: The reason that we are here is to help you,
busi nesses |i ke you, and entrepreneurs |ike you so that you can
start, grow, and succeed. But you experienced something that you
shoul d never have experienced. And | am very sorry. And | say
t hat on behalf of the SBA.

Because | think that you know, especially with small businesses

that timng is very inportant. What | would like to suggest is
the following: Arizona District Office is one of the best offices
in the nation. That does not mean, however, that it's perfect.

That does not nmean that people at the SBA don't have bad days. It
does not nmean that some of the |oan officers may be not fully
trained, all right? So you should not have been treated the way
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you were. I think that if you had called M. Blaney and if you
had known his direct line, he would have hel ped you. And | wil
give you nmy card.

| am a political appointee and as you know, nmost of us have taken
a big pay cut to become public servants. And we do this not
because we need a job but because we believe in what we do. And |
just wanted to apol ogize and we want to do a better job. And this
shoul d never have happened to you. And | want also Bob to make a
remarKk.

MR. BLANEY: "Il be happy to. M. Richardson, it was around
February 9th, when we received the letter that you had sent to
Senator McCain. And | believe, |1 don't have ny calendar in ny
pocket, but it was like a Thursday or a Friday, and on the

followi ng Monday Jerry Dukaksis and Chito were up in your offices
to resolve this problem

There was a problemwith the | ender not submtting his |oan to us.
| believe that the lender indicated to you that they m ght have

submtted the |oan for us. We had not seen it. There was a
problem with generally accepted accounting terns and the
procedures. But when we were able to take a | ook at this |oan we

spent a lot of time and a lot of effort and a |ot of enployee
effort by sending people up to stay overnight 1in Flagstaff,
etcetera, to resolve this | oan.

It took some great creativity on our part to approve this | oan

which | think we indicated to you in the letter. And as you know,
we had to work with the bank to restructure this |oan because
basically the bank had made you an unsecured | oan. And t hey had

no guar ant ee from us.

The bank has been through our training. We have told them that

they needed to come for nore. We run training every quarter.
However, the State of Arizona l|licensed this bank. And we will
continue to try to work with it. | don't know that | can go back
and address all your points. I will be nore than happy to submt
the letter that you sent to Senator MCain with regard to this
matter. And | think that's about the end of my statement.

MR. RI CHARDSON: Well, M. Blaney, thank you very much. Once we

were able to contact vyour office directly, things noved very
qui ckly. And your people were very, very cooperative. W want to
t hank you very much

CHAI R CHAVEZ NAPOLI : Thank you. Any conmment ?

MR. GUTHERI E: Yes, | have a couple of comments. As Viola knows,
|'ve been doing this for twenty-two years as an SBA | ender. And
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there are stories that happened like this throughout ny twenty-two
years experience. As a certified devel opment conpany, we have to
first denmonstrate to SBA that we have the ability to perform under
SBA guar ant eed gui deli nes.

| mean, in order for us to get our |icenses we have to show them
that we have qualified staff in order to be able to do it. I
| i ked your recomendation about qualified |enders. And as Viol a

poi nted out, there are a lot of really good qualified |enders out
t here.

And then there are some that do not deserve to have SBA status. |
mean that. Unfortunately, and | say that really openly, that
there are lenders out there that if they're doing these types of
| oans, strictly do not have the sophistication to be able to know
how to structure a deal.

By t hat , I mean, I f they're structuring an unsecur ed,
uncol l ateralized SBA guarantee |oan, they don't have a clue what
they're doing. Because SBA has a policy that bank cannot put SBA
at exposure. So, if a bank is structuring a loan, then that is
not an SBA issue, in a sense, it's a bank issue. And | think that
SBA needs to address that as an issue.

Just because they want to do SBA | oans doesn't necessarily mean
that SBA should allow them to do it wunless they are truly
qualified through the training programs, which you're talking
about . So they have this idea about SBA, but in terms of how to
structure the deal, they fall way short.

The nopbney stores you nmentioned, or sonme of the other |enders that
are doing mllions and mllions dollars worth of SBA |oans, have
the technicians. But, unfortunately in sone of the smaller areas
and especially in rural areas, the sophistication of structuring
I's just not there.

And maybe we can make recomendation to SBA as to how we allow
banks to participate in the guarantee program so that things that
happened to you do not happen to other businesses. But nore
I mportantly what happened to you reflects adversely on the Agency.

So | think your recommendation is well put. And 1'd like to see
that really addressed in a formal recommendation to SBA, that we
| ook at that whole issue in ternms of qualified |enders. And the

mandatory training prograns that they have to attend in order to
be a 7(a) lender so that they don't put you through the wringers
i ke this.

MR. GREI NER: We’'ve heard fromquite a few small busi ness owners
that had concerns about bank | enders. The majority of the
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comments we received on SBA don't deal directly with SBA, but with
t he banks that they've been working wth.

Congress said you're supposed to |look into enforcement conpliance
but | know, the National Ombudsman, and before her appointment the
previ ous National Ombudsman, have been very interested in making
sure that we are a good point of contact regardl ess of whether we
have jurisdiction. So with SBA and with a number of other
agencies, in this case it's the Assistant Adm nistrator for
Heari ngs and Appeals, who would get your comment. | think also the
District Directors and the Regional Adm nistrators are actively
| ooki ng for that feedback because these banks don't have to be re-

certified. I mean the SBA can drop them I've heard from
District Directors that indeed those banks were under review and
It was unlikely that they would be renewed. So I think action
needs to be taken certainly in the training and the certification,
and also in the firing of certain banks if they don't live up to
SBA’s and small business’s expectations.

MR. RI CHARDSON: Wel |, it's unfortunate that nost of t he
I nformati on we were receiving was directly from the | enders and we
were only getting one side of the story. They found out that, in
fact, we were not being told the truth. And we regret having
caused the SBA any enbarrassnment. And there was no ill intention
on our part. We were just very frustrated and felt we'd been
backed into a corner.

CHAI R CHAVEZ NAPOLI : Sur e. Thank you very much. And now |
woul d li ke to call M ke Reagan from Fast Signs.

MR. REAGAN: My name is M chael Reagan, and along with ny wife
Donna, we're co-owners of a conpany known |ocally as Fast Signs on
Central . And it's a conmpany that is involved in sign

manuf acturing and graphics design. And it's part of a franchised
net work of over four hundred and fifty other independently owned
busi nesses around the United States.

Very fortunately, with a |lot of pride, we over the |ast couple of
years have emerged as the |argest one in the network. About four
times the national average in size. And part of being a franchise
busi ness is that you pay sone royalties to a franchise in return
for getting professional guidance and assistance in all types of
busi ness affairs.

And | found out that they give you a lot of marketing and
promoti on and advertising advice, but when it comes to managenment
advice and how to comply wth such things as rules and
regul ations, it's almst zero. And | think it's fair to say that
as |'ve talked to other franchise business owners around the
Phoeni x area, they've experienced the same thing.
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They provide very little assistance to the franchise hol ders, but
they sure know how to increase the amount of royalties they get
every year from you. As a result, | found that managing snmal
busi ness has beconme increasingly conplex job.

In fact, as a co-owner | spend nmore of my time now, on a daily
basis, perform ng adm nistrative matters as conpared to working on
Il ssues relating to growing and expanding nmy client [ist. For

exanmple, just in the area of human relations stemm ng from having
a dozen enployees not only is time consum ng, but as one person
told me, some time ago he felt that one of the virtues of being a
smal | business owner is that you get this luxury of adm nistrating
soci al progranms sponsored by the Government, and that your role is
to help support full enployment in this country. And nowhere al ong
the line, did anybody say about anything about making profits. But

anyway, | didn't really believe that was totally true. But that
is a big feeling that people have. Now one of the reliefs,
t hough, t hat |'ve found to take this burden of all this
adm ni strative stuff off mnmy shoulders is | searched around for
services that were available, but | just didn't know about them

And | was |ooking for professional assistance and guidance,
especially in compliance with current |aws and regulations that
affect the operation of ny business. l'd like to share just two

things with you.

The first, there was a printer up the street from me who got a

surprise visit by OSHA and he didn't fare too well. It was a bad
day for him when it was all over with. And as a result of hearing
this rather horror story, | got really worried and | started
checking around to see if I was in conpliance or what would happen
if I ever got visited.

And so | called the Arizona Small Business Adm nistration and |
was told by them that what | should do is just call OSHA. And
there was a voluntary program And | was |ike blown away. I had
never heard of anything I|ike that. So | signed up for this

voluntary audit and the results were just phenonenal .

Had it been for real, we would have had about thirty-eight
t housand dollars in potential fines. But the beautiful part of it
was that we were given thirty days in which to straighten all
these things out, which we did. And now as a business owner,

sl eep very well at night because the inspector not only saved us a
| ot of noney by showing us an easy way to inmplenment a safety
procedures manual and MSDS manual and so forth. They al so
provided us with a lot of tips and recommendations that really
positioned our conpany to be very sensitive to enployee's safety,
especially in the eyes of the enpl oyees. They can't believe that
t he management is that concerned.
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And now it's no effort to stay in conpliance. Anot her thing that

| did was | contacted the US SBA and | had some business issues

some problems that | was facing. Not hi ng real serious, but they
wer e naggi ng issues. And they told me that | could qualify for
free counseling through the Small Business Developnment Center.

And when you say free to me you've got ny attention.

And so | submtted nyself to four sessions over a period of
several years when | had what appeared to me to be conplex
problems. And | inplemented the recomendations and sol utions of
these free counselors. And the results were amazing. | stil
can't get over that I've never gotten an invoice for something
l'i ke this.

Now here's the point why |I'm here. Smal | business owners need, in
my opinion, to have a nore effective way, and nore direct

communi cation, to |earn about all these various prograns that |
ki nd of uncovered by grumbling and grousing around out there and
maki ng tel ephone calls to people. Because | really haven't found
one kind of source that lays it all out for nme, the various

benefits that are available. And nostly it was at no charge.

And | sense in talking with a |ot of other owners when |I tell them

li ke my OSHA story, that they still don't believe it and there's
this |look of fear on their face. You would be so stupid as to
invite OSHA into your business |like, what drugs are you on today?

And | even took it further by learning to bring in the Fire
Marshall and | brought in ny State Conpensati on people to | ook ne
over. And believe ne, I go home at night and |I'm worry free. And
it amazes me that other small businesses |ike mne do not take

advant age of these prograns.

And | think it's a shame because in nost cases either they don't
know about it, or they fear it. And they fear bringing Government
people, inspectors and stuff Ilike that on board is going to
backfire on them The results of my own experiences have been

out st andi ng.

In fact, |'ve gotten so notivated through the |ocal SBA office |
even signed up to be a business nmentor to another small business
to kind of help them and share some of this know edge so that they
can spend nore tinme with their custonmers and less tinme being a
busy adm ni strator.

And | urge you, the panel, to explore ways of maybe doing a better
job of marketing, advertising or pronoting what | consider very
excel | ent prograns. And 1've had nothing but fine results and I'm
a very happy constituent, you m ght say, of all these things.
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And | think you just need to hear this, that these prograns do
wor k out there if people are aware of them and will step up to the
pl ate and take advantage of them And that's really what | have

to share with you. Thank you.

CHAI R CHAVEZ NAPOLI : Thank you very much.

MR. GUTHERI E: Viola, could you tell them exactly how nuch nobney
you have for marketing SBA?

MS. CANALES: Actual ly zero.

MR. GUTHERI E: Well that's the answer.

MR. REAGAN: Yes, what |'m saying is that there is kind of an

I mplied negativity out there about funding of advertising and
mar keti ng and how to get the word out.

MR. GUTHERI E: And 1'd follow it up by saying that | think that
It’s truly the private/public partnershinp. We have to have the
private sector involved in order to be able to get the word out on
what the public sector has to offer for small businesses.

CHAI R CHAVEZ NAPOLI : And | would just add that is why it's so
I mportant for you to fill out those appraisals again so that we
can send that positive message out to Congress. And nore

i mportantly while we are talking about these kinds of prograns we
go out into our different States and communities and we advocate
as wel | .

And let me just remnd you that we have some excellent people

sitting here. l'd like to just share with you that Tim from
Hawai i, their State passed the first legislation on this kind of
State Regul atory Fairness Board. And we have Tom here who has

done that in Nevada.

So we have two people out of our five-member group who have gone
far beyond their commtment of sitting on this Board to actively,
aggressively |l et people know about this kind of program Not | ust
on the Federal |evel, but at the State |evel. So we are already
doing that throughout the country and we just need nore people
| i ke you who can send that positive message.

And t hanks for com ng today and giving us your time. Dr. M sra?

DR. M SRA: | would |like to endorse conmments made by M. M ke
Reagan. And | share with you experiences of Dallas and Ft. Worth
breakfast neetings. Mention should be made of all the others.

Mention should be made of ECRC, El ectronic Commerce Resource
Center.
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Now every business, small business is |ooking for means and ways
how to develop your web page, how to be on Internet. So when
these sem nars are conducted, all the fears of the small business
go away. So by sharing knowl edge with them all the fears go away

and these small businesses become a better business. Ot her thing
| would like to nmention is that the American econony is depending
upon the small businesses. And | firmy believe it that we are

supporting the econony.

So we should absorb the know edge given by Federal agencies and at
the same time we should share it with our fellow small businesses.
And it's a two-way traffic and if you believe you know that you
are going to get all the help fromthe Federal agencies that's not
going to happen. So it's a two-way traffic. Thank you.

CHAI R CHAVEZ NAPOLI : Thank you. We have two nmore people who are
signed up to give testinony. l'm not sure if we have anyone
sitting in the audience that would Ilike to give additional
informati on that has not signed up. But | always like to run a
meeting that's on schedul e. And if we can nmove it ahead by all
means we are being nore efficient.

So we have two nore people to call, Kevin O Brien, fromthe Pascua
Yaqui Tribe of Arizona. And thank you for inviting nme to your
State on ny view from California.

MR. O BRI EN: Thank you. I am directed by our Executive Counci
to read the followi ng statements to you. I would like to thank
the National Onmbudsman and Regional Regulatory Fairness Board
Members for the opportunity to address you today. My name is
Kevin O Brien. ' m enmpl oyed as an econom c devel opment planner
with the Pascua Yaqui Nation in Tucson, Arizona.

For the past eight nonths | have been working closely with the
representatives of the US Small Business Adm nistration to devel op
an application for the creation of a Small Business |I|nvestnent
Corporation (SBIC). As envi sioned, this program would be
avail abl e to al | Nort h Ameri can Tri bes, Al askan Native
Cor porations, regulated financial institutions and public and

private corporations as a financing conduit for the establishment
of comercialization and manuf act uri ng j oi nt vent ures on
reservation | ands, provi di ng Tri bes with an avenue for
diversification from dependence on gam ng revenue. And i nportant
aspect of the SBIC programis the ability for participants in the
fund to attain |everage of investment principal by a factor of up
to three tinmes the fund's equity.

In order to qualify as an SBIC, the principals who propose to
manage the operation of the program must meet certain stringent
regul atory requirenents. This process involves an intensive
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i nteracti on between the applicants and SBA representatives.

It has been a pleasure to work with our SBA State Director, M.
Robert Blaney, with the Staff Representatives of the |nvestment
Di vision of the Small Business Adm nistration in Washi ngton, D.C.,
in particular, M. Leonard Fagin and M. Art Spivey.

These individuals have been professional in all respects and have
gone beyond our expectations in providing much needed assistance
in facilitating the process at each opportunity. They have done
this despite the extremely limted staff resources available at
both the State SBA Director's Office and especially at the
I nvest ment Division in Washi ngton.

Such assistance is absolutely critical to the process of
devel oping a successful application in actually establishing an
SBI C. I wish to personally thank each of these individuals for
their efforts on our behalf, and to encourage the U. S. Congress to
continue to fund the prograns of t he Smal | Busi ness
Adm ni stration.

In particular, | would like to encourage Congress to increase
staff funding for the Investment Division of the SBA so that the
gquality of assistance provided through this office will continue
undi m ni shed. Such programs strengthen the U S. econonmy and help

create economc and enployment opportunities for count | ess
persons.

By ensuring continued funding for the program our elected

representatives will denonstrate a commtment to ensuring the
continued vitality of formation and growth of small businesses in
Ameri ca. More directly from our perspective, continued funding

for this programis important to us since we are positioned to be
the first American Indian Tribe to possibly have an opportunity to
establish an SBI C.

The availability of adequate resources at the Investment Division
of SBA will act to expedite the process and make our initiative a
reality. Thank you.

CHAI R CHAVEZ NAPOLI : Thank you. Any questions or conmments?
Thank you. Now I would like to call Walt Lipski from Fox & Fin
Fi nanci al .

MR. LI PSKI : Good afternoon and thank you. First of all, let nme
explain that Fox & Fin Financial Goup is a |eading nmerger,
acquisition firm and business brokerage firm So we spend our
day working with sellers, owners of businesses, and potential
buyers. Further, | am the President of the Valley Board of

Busi ness Brokers, representing over eighty professional business
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brokers here in Arizona, who are actively involved in the
transaction of buying and selling businesses.

l'"d like to take a monent to conpliment you on the SBA program as
it funds many of the transactions. And unfortunately, this
gentl eman had an experience that we seldom see. It's a very good

program and it is very effective and it does help the transfer of
busi nesses.

But I'm here today to present the case for the repeal of a recent
tax provision in the Tax Relief Extension Act of 1999, which was
signed by President Clinton on December 17th of this vyear.
There's a little known provision in this bill that basically
elimnate the install ment of accounting for the gain in a business
pur chase.

Now what this means in layman's terms is that this small business
owner, the person who is driving this economy, has worked all his
life. Now he is going to sell his business, but the |aw now
requires that he pays the whole tax on the gain of that sale of
t hat business in the year that it's sold and not over the years as
he's getting paid for it in an installment sale situation.

So the question arises; and | do have a chart in the docunments
handed to you. There are three criteria. The first criterion is
that it's an asset sale versus stock. Smal | businesses represent,
based on the statistics from a SBA study, ninety-one percent of
t he busi nesses.

These are businesses with two mllion dollars a year in sales or
| ess, represent ninety-one percent of the businesses in this
country. And it's a very realistic expectation that at some point
in time, whether it be five or ten years that a business owner's
going to sell his/her business.

Okay, so if that seller is going to sell the business, unlike the
Cisco or Mcrosoft, or anyone else, the chances are that they're
not going to be able to sell their stock with the business. In
all likelihood, small business wll have only assets of the
busi ness to sell.

Furthermore, the businesses in this econony are service oriented.
They do not have the plants and equi pment and the hard assets that
can support collateral for a loan the size that may be needed to
facilitate this transfer of the business.

So what happens is that the seller is often asked to finance part
of the sale of the business. That's the installment note portion.
That's the second trigger mechanism The third trigger mechani sm
is that the business should be on the approved accounting basis.
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Wel | any business of substance over a period of time generally is
usi ng accrual accounting because it attempts to match expenses and
revenue and is a real time accounting system that provides
meani ngf ul management reports.

So in essence all of the businesses, maybe not all, but a big
percentage of them are faced with having to pay the tax up front.
Now we use an exanmple in the case study here, which is a real live

exanmple. We've changed the nanmes and rounded the nunbers.

But quite frankly, we've got a gentleman who enpl oys ei ght people.
He sells his business for six hundred and twenty thousand doll ars.
He gets two hundred thousand down for simplicity's sake. He' s
going to take note paynents of sixty thousand dollars a year.

Well in that year that he sold the business, and many of these
busi nesses have a small basis, let's assume that the gain, nost of
that sale price is the gain. He could be facing a tax bill of
three hundred thousand dollars. He's only got two hundred
t housand dollars in down payment. That's a very realistic, that's
a very real situation right now in the business marketplace over
the last two to three nmonths.

| would urge you to work with all the small business groups that

are petitioning Congress and the Treasury to repeal this
provi sion. Because there are only three things that can happen to
a business. It can either be sold, inherited by another famly

member, or it can be closed down. There are no other options.

You can't put it on hold. You can't stick it in the icebox. And
so what has happened is that the people that are responsible for
creating the jobs in the community, building these jobs. These
busi nesses need to be transferred to new owners that can bring new
life blood, new capital, new ideas, new skill sets and help that
busi ness to grow, which we can't do today.

So | thank you for allowing nme to state the <case of this
particul ar tax provision. And hope that somehow you may have an
effect that would turn that around. Thanks very nuch.

MR. GUTHERI E: Thank you. Any questions? At this time also |I'd
like to invite any other testimony from any small businessperson
or any advocate here for a small business that would like to
address our Board. Are there any comments or questions? We'd be
nore than happy to answer. Sir, would you state your name for the
record?

MR. TESTA: My name is John Testa. And |'m the Safety Director
and Risk Manager for Police Construction. Home based out of
Phoeni x. Mai nly doing work in Arizona. And actually I don't have
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a prepared speech or anything, I'm just here to nmake a comment on
Arizona Departnment of Health Safety, which we all call OSHA.

There are two gentlemen who are in the office. One is Darrin
Perkins, who is the Director. And the other is Pat Ryan, who's
the Assistant Director. And |I'm here to conplinment those two
gentl emen and their staff. They're doing a great job.

We al ways use so many negatives about OSHA or the Safety Director.
| don't only look forward to them com ng out on the job. Am I
afraid of then? No. Am | preparing for then? Yes. My job is
|l i ke their job, to prevent accidents from happening in the first
pl ace.

They attend our association nmeetings. l'm a menmber of the OSHA
Advi sory Commi ttee. We exchange ideas. We communicate. And
t hey' ve done a great job and | hope that the money will always be
there for them to continue. | like their idea of these focused
i nspections where they come out and just check a few itens. And
if you're performng well they're not going to stay with you for
two or three days.

They've been wunder a |lot of pressure, especially wth sonme
fatalities they' ve had in the underground work. They're out there
i nvestigating everything. They deal with a | ot of negatives, just
li ke all Safety Directors and safety people.

And they're trying to make positives out of these negatives by
having a public service announcement regarding trenching, again by
participating in the associated general contractors nmeetings where
we get twenty-two or twenty-five safety people there, but they're
representing thousands of other people.

And my hard hat is off to them And just want to congratul ate and
t hank them agai n.

MR. GUTHERI E: Thank you very much.

CHAI R CHAVEZ NAPOLI : Is there any nore public testimny from
smal | business nmenbers here? All right, then what I would like to
do is introduce Joseph Rees fromthe U S. Custons Service.

MR. REES: Good afternoon. I'm Joe Rees. l'm the Trade
Ombudsman with the U.S. Custons Service in Wshington. And |
bring you greetings on behalf of the Comm ssioner of Custons,
Raynond Kel |ly. He's been a strong supporter of the inmplenmentation

of SBREFA and in particular the Custonms RegFair Program

It's a pleasure to be here in Tempe. Thank you for affording me
the opportunity to meet the new National Ombudsman, M. Gail
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McDonal d, and the Regi onal Board Menbers. I would like to thank
you for allowing me the privilege to speak to you regarding the
status of the Custons RegFair Program and our inplementation of
the 1999 reconmmendati ons.

In the beginning of March | conpleted nmy first year of service
with the Custonms Service. One of the first issues | faced as the
new Trade Ombudsman was the inmplementation of a RegFair program
for Custons. Through my former positions | had gained some
famliarity with Custons, however, |'ve now |l earned first hand the
Agency's wi de ranging task of regulating international trade.

U.S. Customs Service ensures that all inmports and exports are done
in compliance with U. S. Laws and Regul ati ons. The Agency itself
is two hundred and eleven years old and has grown to nore than
ni neteen thousand enpl oyees who serve three hundred and one ports
of entry.

For the Fiscal Year 1999, Custons processed over twenty-one

mllion entries. That was an increase of seventy-one percent from
12.3 mllion recorded in 1994. The value of these inports was
ni ne hundred and seventy-seven billion dollars in FY 1999. And
there were one hundred and thirty-seven mllion conveyances of
cars, trucks, rail cars, airplanes, and four hundred and eighty
mllion passengers processed by Custons in 1999.

In addition, the nunber of inmporters is also grow ng rapidly. I n
the Fiscal Year 1999 we had over four hundred and forty-five
t housand i nporters. Of this nunber the top one thousand inporters
account for fifty-nine percent of the total i mport val ue.

Conversely, there were also one hundred and seventy-five thousand
one-time inmporters, accounting for |ess than one percent of the
total val ue.

At Customs ports across the nations we collect and protect the
revenue, guard against snmuggling, and we're responsible for some

of the follow ng areas. Assessing and collecting duties, excise
taxes, fees and penalties. Interdicting and seizing contraband

i ncluding narcotics and illegal drugs, processing persons,
baggage, cargo and mil, and even admnistrating <certain
navi gati onal | aws. We are also responsible for detecting and

apprehendi ng persons engaged in fraudulent practices designed to
circumvent Customs and related | aws.

U S. Custonms Service is the guardian of our nation's borders.

America's front |line where we not only enforce our |aws, but also
are responsible for upholding the laws for over forty Governnment
agenci es. A nunber of these statutes are quality of life issues

and they include such things as motor vehicle safety and em ssions
control s, Freon snuggling and the protection of endangered



44

wildlife.

Ot her |aws safeguard American agriculture, food safety and
consunmer safety. Notwi t hstanding this conplex m ssion, we have
wor ked on devel oping a conprehensive and meani ngful program that
wi Il address the concerns of small businesses as they relate to
Customs and international trade.

l'd like to take this opportunity to expand on the efforts and
comm tment of the Custons Service to enbrace and inplement SBREFA
as well as the RegFair Board recommendati ons.

Recomendati on nunber one, for the 2000 report, the Congress
suggests the development of regulatory fairness protocol for
Federal Agency staff who wundertake enforcement or conpliance
activities involving a small business.

In developing a regulatory fairness protocol for Custons, we've
taken the viewpoint of having our enployees educate small
busi nesses on the requirements of importing and exporting. I n
hope of wusing preenptive measures because the |aws we enforce
apply to all entities, regardless of their size.

Custonms is achieving this through the following initiatives
Custonms personnel are making small businesses aware of their
rights to comment on our enforcement and conpliance activities.

Auditors are providing this information in pre-audit packages when
notifying small business of a pending audit.

Section 223 under SBREFA requires agencies to establish a policy
of program that reduces or waives civil penalties. This was
acconmpl i shed by Custons Office of Regul ations and Rulings, Penalty
Branch, which issued procedures regarding mtigating circunstances
for the waiver or reduction of penalty for small business whenever
possi bl e.

Utilizing the Federal Regi ster for Publication of Proposed
Regul ati ons, Cust ons provi des smal | busi nesses with t he
opportunity to coment on those regulations that may have an
econom ¢ inpact on their businesses. Custons considers these
comments and makes an inmpact assessment before making the
regul ati ons final.

The Agency has begun posting advance —copies of proposed
regul ati ons on our website prior to the official publication in

the Federal Register in order to receive coments. Smal
busi nesses can contact import specialists at any Custons port for
i nquiries regardi ng i mport requi rements and i mporters’

responsi bilities.
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They can wuse the Custons website to research information on
i mporting or exporting requirements and procedures. The website
has designed a page expressly for the small business that 1is
dedi cated to SBREFA and furnishes information on how to contact
the RegFair representative for unresolved problens and unanswered
i nquiries.

Customs also has a formal binding rulings program whereby small
busi nesses can request a classification ruling for any comodity
prior to inportation. This ensures uniformty and |essens the
chances of penalties and other violations due to inproper
classifications.

Wth four hundred and forty-five thousand inporters conducting
transactions, it is virtually impossible for Custons to know the
i dentity or the size of the conmpany at the time of inportation.
"1l give you an exanple. |In the City of Long Beach al one, at the
Port of Long Beach in Los Angeles, a container hits the dock every
fourteen seconds. So that you would know, they're comng in
pretty fast. And that is why our goal is to reach out to the small
busi ness community in advance so that we can help them to
understand the conplexity of importing into the United States. W
hope to acconmplish this through electronic nmeans as well as joint
sem nars, for whi ch we have asked t he Smal | Busi ness
Adm ni stration to partner with us.

The | ocal ports have been asked to initiate contact with small
busi nesses involved in international trade to further their
under st andi ng of Custons operations and procedures.

Recomendati on nunber two stated that agencies should establish
avenues through which small businesses can expeditiously raise the
concern that enforcement or conpliance action would threaten the

econom c viability of the business. As the Trade Onbudsman and
the RegFair representative | serve as the designated point of
contact for the small business to voice their issues or concerns.

Ot her resources are also avail able. The small business may raise
their concerns and requests for expedited actions beginning at the
port level. So, they have the option of seeking assistance from a

Custons Management Center, up to the Custons headquarter |evel
bef ore speaking with the RegFair representative.

W try to make the trade aware of these avenues through various
means such as |ocal trade meetings, town hall meetings with the
Comm ssi oner, national and local trade associations, sem nars,
partnered working groups wth the trade conferences and the
Custonms website with pages dedicated solely to SBREFA. I n
addition, we have an e-mail address for direct contact to the
Trade Onmbudsman RegFair representative.
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Situations in which a small business has been issued a penalty for

a civil wviolation, mtigating procedures are in place to have
those fines waived or reduced by the reviewing officer. I n
circunstances, which could conceivably threaten the economc
viability of a small business, if certain requirements are net,

payment arrangenents can be established through the Accounting
Services Division with the Custonms National Finance Center in
| ndi anapolis.

Recomendati on nunber five pertains to Federal Agencies providing

formal training for all enforcement and conpliance staff on the
regul atory fairness rights of small businesses, including the
Regul atory Fairness Program As the RegFair representative for
Custonms, nmy office is responsible for ensuring that all Custons

enpl oyees are aware of and trained on SBREFA in order to attain a
hi gh | evel of conmpliance.

Our mssion for providing training has been an ongoing process

beginning with the Custons-wide distribution of an internal
I nformati on noti ce. This was used as an initial introduction to
SBREFA to all enployees. It contained information on the

requi rements of the law, and in particular, the responsibility of
each enployee to notify a small business of their right to comment
on our enforcenment and conpliance actions. This docunent stressed
that it is the responsibility of the Agency to ensure that small
busi nesses are provided a non-retaliatory environment where small
busi nesses can freely exercise their right to coment. The next
step involved incorporating training on SBREFA into our basic
classes held at the Academy in G en Cove, Georgia.

The class syllabus includes a |lecture addressing personnel about

being sensitive to the unique needs of small businesses, which
contain the following elements: Why SBREFA was established;
Creation of the National Onmbudsman and the ten Regional
Fai rness Boards; Definition of a small business; Requi rement s of

SBREFA and the responsibility of the agency to conply;

Ri ghts of smal | busi nesses hi ghl i ghti ng t he notification
st atement;

Responsibility of the agency to create a non-retaliatory
environment; and

Cust oms RegFair Program and the role of the Trade Ombudsman as the
RegFair representative.

The class includes materials such as handouts of the law, the
I nformati on notice, and the policy established to mtigate civi
penalties for small businesses.
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In addition, my office 1is responsible for establishing a
continuous Iline of comunication with the training office to
furnish feedback on questions proposed in the classroom

Currently, the Agency is developing a video on SBREFA that wll be
di stributed Custons-wide as a learning tool to reach enployees in

the field. Besi des furnishing the requirements of SBREFA, the
objective of the video will be to introduce the RegFair
coordi nator who will talk about Customs RegFair program and the
responsibility of the Agency to conply with SBREFA.

And finally | would like to comment on Custons RegFair program
As previously nmentioned, Custons 1is wusing preenptive measures
because the laws we enforce apply to all entities regardl ess of
their size. That is why the main focus of our RegFair program is
outreach, where we can educate small busi nesses on the

requi rements for inporting and exporting.

We're wusing electronic means, we engage 1in trade association
conferences, and we ensure t he di stribution of Cust ons
publ i cations. And as | said before, we have proposed joint
initiatives with the Small Business Adm nistration.

However, Custons has placed the mpst inportant aspect of this
program on the interaction with the trade conmmunity at the port

| evel by all disciplines of Custons. The Customs RegFair program
Is made up of several different portions and | wll briefly
hi ghli ght some of these areas.

Enpl oyee awar eness. Notification to enployees to ensure awareness
of SBREFA requirements, including a retaliatory-free environnment.
The Agency's responsibility for inmplenmentation will be addressed
in the information notice, briefings for all disciplines, training
curriculum at the Federal Law Enforcement Training Center

production of training video for distribution Custons-w de,
postings to headquarters and CMC el ectronic bulletin Boards, and
notification to small businesses of their right to coment. W' ve
identified the following mediunms to advertise the 188 RegFair
phone number for small businesses to use when commenting on these

activities. Our Customs website, our publications, and our
Custons form where applicable. Reduced penalties for small
busi ness violations of 19USC1952. A general notice was published
in the Federal Regi st er, which set for circunmstances and
procedures, whereby the assessment of a civil penalty under the
provi sions of 19USC1592 will be waived for violations commtted by

smal |l businesses. This notice is readily available on the Custons
website under the pages dedi cated to SBREFA.

Trade awar eness. Customs has identified the followi ng avenues to
publicize the Agency's comm tnent to
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SBREFA and our emerging regulatory fairness program We will
I dentify and develop partnerships with trade associations, whose
membership includes small businesses involved in international
trade. We will also partner with Small Business Adm nistration to
conduct joint semnars for the small business trade community. I n
addition, we wll <continue to attend the Regional Regulatory
Fairness Board Hearings scheduled throughout the year as we are
invited.

However, we are |looking into the possibility of having field
personnel attending hearings that are scheduled in close proximty
to a port as an opportunity for them to observe the process and
listen to small businesses provide testimny on their interaction
with regul atory agenci es.

Under SBREFA our RegFair program is evolving. And we feel
confident that we are noving in the right direction. Conm ssioner
Kelly is very supportive of SBREFA and is commtted to Custons
i mpl ementation of the recomendations to the extent possible
within the <confines of the law to ensure that we are in
conpl i ance.

Overall, Custonms has maintained a good |ongstanding relationship
with the trade and the Conm ssioner has been very aggressive in
| mproving wupon that partnership with the international trade
community, which includes small businesses. This has been made
evident in his numerous appearances at various industry and trade
conferences.

Il would like to thank you for allowing me the opportunity to
provide you with Custons plans and goals for inplementing the 1999
recommendati ons and our RegFair program G ven the magnitude of
the job that Congress has assigned to us we're proud of our
acconplishments so far.

And we will <continue to work towards positive changes in our
met hods and partnerships within the trade community. We at
Custons | ook forward to a continuing dialogue with Ms. MDonald to
ensure conpliance w th SBREFA. And would |ike to express our
appreciation to her staff, in particular M. John Greiner, M.
Gary Peele, and Ms. Susan Kranmer for their assistance and

gui dance. Thank you very much.

CHAI R CHAVEZ NAPOLI : Thank you so much. Are there any questions
fromthe board?

MR. GREI NER: I want to thank M. Rees and his staff. |'ve been
very interested in getting the Agency to do its best to conply as
fully as possible with all the recomendations that the Boards
have put forward.
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And | think if any of the nmembers of the audience |ook at the
Executive Sunmary will see that our evaluation of Customs in the
past year indicates that this agency did quite well in particular
ar eas.

We really try to make sure that the agencies do well. But we put
them to task to do well. I think every rating that we give is an
earned rating. On the protocol, you nentioned,
just so that the small busi ness owners and advocates here
understand, every small business is required to conply with the

| aw, but your protocol also allows for mtigating circumstances
and reduced penalties, which is one of our major concerns.

So I'm sorry, |I'm forgetting the chem st’'s name that testified
earlier, his name sir? Tom Tom was talking about the exposure
the amount of penalty that Custons assesses against a small
busi ness, would be commensurate with the amount of product small
busi ness has inmported. So to some extent, there is some scaling in
pl ace.

On another note, it is very inportant to realize that small
busi nesses have nmuch harder tinme in terms of the anount of
resources they have to devote as a percentage of their profit to
conpl i ance.

MR. REES: Sure, we understand that. And the Comm ssioner is
very sensitive to the fact that Custons has an awesome anount of
power . By that, | mean, at the border, we do not need probable
cause to stop and search anything or anybody for any reason. We

do have a great deal of responsibility in keeping our borders
saf e.

So if it is tainted food comng in, we don't care whether it's a
| arge business or a small business. W're going to stop the food.
| spend a great deal of my time traveling around to the ports and
| find to my pleasure and to ny delight that the Customs officials
at the ports tend to spend a disproportionate anount of their tine
with small busi nesses.

And | think they believe that the |arge Custons House brokers and
the |large businesses that are bringing in thousands of containers
a month should know the | aw. However, in dealing with the smal
busi ness who may conme in once a year or once a nmnonth and who has
difficulty, we spend extra time, to make sure that they do it
ri ght.

And in sone cases we get sideways with NAFTA, where we have a
tripartite agreement anmong three countries, and there's nothing we
can do. I nmean, it's a negotiated agreement and we have
absolutely no |eeway at all. Some of the penalties are rather
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Dr aconi an.

And it's a concern of mne because a lot of small businesses are
t aki ng advantage of the NAFTA Treaty for doing business in Mexico
and bringing things back. | mean, if they don't do it just right
they can really get hammered. So we're setting up a series of
sem nars along the border to make sure that small businesses have
an opportunity to know the proper way to bring in goods.

CHAI R CHAVEZ NAPOLI : I's there any comrent ?
Oh, M. Rees, | would just say that when | worked on the
U. S./ Canadi an border for awhile, | appreciated the joint prograns

of the St. Lawrence Seaway we were able to have with Custons.

As you know, under this program we did pre-inspecting which hel ped
smal | busi nesses that were using the Seaway save time and money in
meeting the regul ati ons. And | was always there, and in fact, we
even got a Hammer Award.

MR. REES: I's that right?

CHAI R CHAVEZ NAPOLI : Yes. We're all interested in reaching out
nore effectively to small business and | see that you have put
together a varied program and opened yourself wup for a |ot of
cont act. | wondered what medium was giving you the most calls or

contacts with small businesses? Is it e-mail or website?

MR. REES: It's both. | mean, | would say we have a page now
that is beginning to get sone hits. And they're increasing over
the month, nonth by nonth. But it comes in every way. Phone
calls, letters, emils. | get people giving me their cards when |
travel.

CHAI R CHAVEZ NAPOLI : Uh- huh.

MR. REES: the Comm ssioner is a big believer in technol ogy and

he wants every senior official in Customs who is responsible for a
page on our website to make sure that their web pages are updated
regularly and can be easily accessed by public.

CHAI R CHAVEZ NAPOLI : Gr eat . Thank you very nuch. And now |
woul d |i ke to applaud you for your efforts. Thank you.

( APPLAUSE)

CHAI R CHAVEZ NAPOLI : When we started this Board it was really
hard to get the nmessage out. So when you reach out to the small

busi nesses to educate them on the inmport and export requirenments
so that they could avoid paying penalties l|later, you acconplish
exactly what this board was established to do. And that hel ped us
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succeed not that gotcha method. So we really appreciate that.

Al so, the last person that | will be calling is Art DeCoursey from
OSHA.

MR. DeCoursey: Good afternoon. A pleasure to be here. | just
want to say that this makes the third year for me to be at these
hearings since they started. The first year | had the pleasure of
doing all ten. And the |ast couple of years have been, at the

request of the Boards. But it's a pleasure to be here today.

I know that you all have received a copy of the testinony previous

to this, and also | know that your time schedul ed sometimes gets
very tight with these meetings and people are running to catch
pl anes and etcetera. So I'"lIl try to be as brief as possible and

try to highlight some of the things for you rather than having
everybody running out the door at the [ ast m nute.

| also want to take this opportunity to introduce to you today two

people with nme. One is our Deputy Regional Adm nistrator for
Regi on | X, which covers Arizona and California, and that is Chris
Lee. Ari zona, as you know, has a State OSHA program unlike some

of the other States.

And we have with wus today from the Arizona Division of
Occupational Safety and Health, M. Patrick Ryan, who is the
Deputy Director. He is back there. I want to recognize him ' m
sure he was very happy to hear M. Reagan's comments today. I
know | was.

Very briefly, I'"d like to touch on a couple of things. It was
three years ago, actually, next week, that | was appointed as the
first ever Small Business OSHA Liaison. | believe that over this

time period, OSHA has come a long way in terms of trying to change
its image, so to speak

If you go through the folder that we gave you, you will see OSHA,

New Ways of Working. That is a message that Secretary Jeffers
stresses very strongly. And we are trying to reach out to the
smal | businesses and make them aware of the requirenments they
should be in conpliance wth, instead of pursuing the gotcha
met hod, as Kathy pointed out just m nutes ago. And we have come a
|l ong way in that three years, | believe.

And of course someone nentioned earlier that change takes time
sonmeti mes. It flows all the ways down to the bottom of the
barrel, but it's happening, | can assure you. And | believe that
OSHA, wunder the direction of Secretary Jeffers, has not only
wor ked hard to put the SBREFA recommendations in place, but also
has gone even further in trying to inmplement President Clinton's
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initiative that requires agencies to become nmore friendly with the
smal | business community.

During my first year as a liaison for OSHA | was able to convince
the departnent, after spending some months on the road and talking
to the small businesses, to come up with a brochure that would
address series of frequently asked questions for small businesses.
This brochure just came off the press, and you are the first ones
to see it. It was FedExed to nme last night. The new brochures are
on the table out there. This brochure addresses every issue that
we have discovered in the |last tree years. And if you
| ook right in the center page, it talks about SBREFA and wants to
make sure that people are aware of what SBREFA is all about. And
also you will find some recognition in ternms of the small business
devel opnment centers.

One of the things that I|'ve tried to acconplish over the past
three years has been devel oping new partnerships. And | think
Smal | Business Devel opment Center is the key. That is where the
smal | busi nessperson goes. They're not going to walk into an OSHA
of fice. They're not going to walk into an IRS office or EPA

office to ask for help because they're afraid of us.

But they would walk into an SBDC, and that is why we intend to
reach out to the small business through partnership with the SBDC.
For exanple, next week, we will be mailing fifty thousand copies
of these brochures to all SBDC across the country.

Over the past two years, | have participated for the first time
OSHA ever has participated in the Small Business Devel opment
Centers’ annual nmeeting. MWhere | conducted two presentations | ast
year. | will proceed to do so hopefully in this com ng year.

And next Wednesday, in Washington, D.C., we will be holding our
second ever small business forum where we'll have denmonstrations
of some of our programs. We will talk about sone of the questions
and answers that people may have on getting help from OSHA.
Especially our consultation program which is free. The gentl eman
tal ked about it earlier.

So we've invited quite a few small business trade associations in

the D.C. area to attend. We've got a good response. And we' |

be giving a four-hour presentation next week. In fact, | think we
m ght have sent invitations to all the Board nenbers as well. But
| know some people have limted time to travel, especially with

the small business that you run.

But in conjunction with this forum our |ast year’s forum was so
successful that we held approximtely eight to ten foruns across
the country. We'll be asking each Region to do the sane. And
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they're doing pretty much what we are doing in Washi ngton.

One of the highlights was in Atlanta Region that the forum was

entirely conducted in Spanish. Because they felt the need was
there for the Spanish speaking population to tell them about OSHA.
That was very well attended and it worked out very well. That's

bei ng dupli cat ed.

We're doing a breakfast series in Region | where people decided
what issues to talk about. And for each nmonth, once a nmonth, they
meet at seven-thirty in the morning and the group has become so
big they've had to find a bigger |ocation because people are
Interested. They're getting free information.

In partnership with the Home Depot Corporation, we are trying to
institute a pilot in two Regions within the next few nonths, where
we will go and send an OSHA person in from our area office who
will participate in their training programs. They do training for
the public for free on how to do different construction jobs.

We'll talk to them about tying in safety issues with that. And
they're very excited about doing this. So if that's sonething
that works in those two pilots then we hope to duplicate that with
some of the other major conmpanies across the country. So once
again, partnership is our key that we're working on presently.

Last year, the Ombudsman Office, recomended
(recommendati on nunmber six) that the Federal Regul atory agencies
try to recognize enpl oyees who go out of their way to assist smal
busi nesses. So Assistant Secretary Jeffers has devel oped a new
award, and it's called the Outstanding Achi evement Award for Small
Busi ness Outreach for OSHA.

And we'll be making a presentation next week at the forum to ten
OSHA enpl oyees across the country who have denonstrated, by the
progranms they've instituted, that they're working with small
busi nesses. So that's a first and that's a part of the
recommendations from |l ast year.

We're al so updating our CD-ROM which |I think you got |ast year on
techni cal advisors. And 1've also included in your packet today
another CD, and this is on a very hot topic of ergonomcs.
Presently, Public hearings are going on in Washington on this
I ssue. They'll be staring in Chicago in a couple of weeks, and
then in Portland.

We've had seven thousand hits on the website in terms of conmments

on that particular ergonom c proposal. And as you're well aware,
this initiative has been studied for ten years. Congress puts a
range on it for a nunber of years, but hopefully we will have the

post standard ready by the end of the year for people to take a
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| ook at.

And all of this involves small business input. We're | ooking al
the time for new ways to devel op partnerships. And | think that's
what we're focusing on primarily. | heard someone talking earlier

about the conpliance assistance.

I n our budget this year we were so successful that Congress gave
us the noney, and we're going to put into place forty new
conmpliance assistant offices across the —country whose sole
function is to work with small businesses to comply with OSHA
| aws. We got twenty-two positions last year and | think it was
twenty. We got forty this year.

So every Region in the country will have a conpliance assistant
office whose main focus is to work with small businesses. And
t hat says a | ot about what we've been able to do in a very short
period of time.

Each recommendation is attached, and |I'm not sure if you want me
to go through and read all of these for you. I'd just like to
hi ghlight a couple if | could. And if you have any questions on
others I'll be more than happy to try to answer them for you.

But | think in terms of reconmmendati on number one, |'m not going
to read it for you, I'm sure you all know what your
recommendati ons are. We do make extensive use of pilot projects

of new progranms, whenever feasible.

An exanple of this would be OSHA's instruction and guidelines for
t he point of operating and guardi ng of power press brakes, which

sets forth a new enforcenent. And the guideline was devel oped in
partnership with the sheet metal industry and affected enployee
groups as well. So that's an exanple of recommendati on nunber
one.

Sometimes there are some |egal and statutory structures that may
prevent OSHA from entering into different types of partnerships,
whi ch we have to also take into consideration as well.

Under recommendati on number two, you talk about notice of
violations and allowing the small business reasonable deadline to
come into conmpliance. | think that was covered a little bit
earlier in terms of the opportunity for free assistance from our
consul tation program which comes out of our budget.

Where sonmeone can conme in and do an audit of your place and the
only comm tment the small business has to make is that in thirty
days they make the abatenment or make the changes that need to be
made. One thing that people don't realize is that when you have
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this consultation service cone in, they're not allowed to provide
to OSHA any of the information of that audit, unless the company
doesn't conply within the thirty days of the audit. So we don't
see that information. They're not allowed to give it to us. We
can't ask for it and they're not going to give it to us unless

again, there's a problem

Recomendati on nunmber three, feasible conmpliance guide and this is
small business again. W have been working wth partners to
devel op all kinds of guidelines. W have devel oped a small entity
conpliance guideline and other assistance material such as fact
sheets and nost frequently asked questions by small business. And
these tools are written in performance | anguage and do not dictate
particul ar methods of abatement or conpliance. However, they do

provide information in many different ways small business can
comply.

Recommendati on number four is about del egating enforcenment
authority to the States or other intermediaries. Such is the case

here in Arizona. W have a state program

And | think you realize that wunder the OSHA Act the State can
establish it’s own program And through the mechanism of OSHA
approved, we have to approve their plan. And they are; without

the approval of the State plan States are preempted from
devel oping and enforcing work by standards and issues that OSHA
regul ates.

However, we do not delegate this authority to the States. Rat her,
States operate their prograns under authority of State Law. Their
program has to be at | east as effective as the Federal Governnent.

Recomendati on number five, about prohibiting enployees from
giving false information to the government with the intention to

retaliate against enployers. Al'l information reported to OSHA by
empl oyers, enmpl oyees  nust be accurate and truthful. Al |
conplaints reported to OSHA will be evaluated according to the
| ocal area office procedures, including the criteria outlined in

the field inspection manual.

Last year one of the recomendations we talked about was
notification. The field inspectors are instructed to give
notifications to small businesses about SBREFA. How they can
comply, and what they can do if they're not happy with it. The
other thing is that over the past two years we've reduced the
penalty for small business based on the size of the business,
previ ous experience, and those type things. So that was part of
t he recommendati ons.

Recommendati on nunber six, the Agency should carefully evaluate



56

in partnership with affected industries, the wuse of voluntary
st andards before considering or inplenmenting humanitary reception.
OSHA is required by law to use a consensus standard. W eval uate

all relevant consensus remarks, regulatory appropriability and
useful ness of the regul ations before embarking on new rule making
process. A good exanple of that right now is the ergonomics

proposal and the input we're getting fromthat.

Recommendati on nunber seven, Feder al agencies utilize their
internal offices that work with small businesses to inform snmal
busi nesses of their rights. Again, we talked about that in

SBREFA, and channels that we use to notify the small busi nesses of
their rights. The inspectors in the field are all aware of it.

And recomendati on number eight, agencies should conduct reviews

of their inmplenmentation of SBREFA. And at this time we have no
formal policy in place to conduct such reviews. However, this is
something we're going to |look at very carefully over the com ng
year. But | will add, as the small business Iliaison, | am
constantly rem nding all of our directors, all of our field area
offices about the recommendati ons by the Ombudsman Office. And |
am getting a |lot of input back fromthemas well. So | think nost
people are aware of it. If they're not aware of it by now,

t hey' ve not been paying attention.

Recommendati on number nine, reviewing and reducing the reporting
requirements and |limting duplication of requested information
t hat burdens small businesses. W have several different projects
underway at present that reduce or elimnate paperwork. And such a
project is the status inprovement project. And this will project
proposes to revoke several OSHA regulatory requirenents that
duplicate other agency requirenents and are no |onger deened
necessary.

Under another project, we're going to consolidate the procedure
requirements in many different standards of receivable with
consi stent record keeping. W already have a policy in place that
exenpts small businesses under ten enpl oyees from nost OSHA record
keepi ng requirenments. So we already have that in as part of the
paper reduction work done.

And the last recomendation talked about trained staff for
I nspections or conpliance audits that are well versed in the
i ndustry. OSHA conmpliance officers receive numerous hours of
training in a wide variety of subject matter, both in safety and
heal th standards. And the OSHA conmpliance officers conme from
di fferent backgrounds. They conme from mlitary, personnel, health
and safety. And they bring with them a |Iot of know edge.

But you should note that the great majority of OSHA's standards



57

are not specific to particular industries, but to rather hazards,
machi ne guardi ng, electrical hazards, and air contam nants. And
they would be found in different types of industries all across
t he country.

For exanple, a conpliance officer may be mre famliar with the

| oggi ng industry as it is a prevalent industry in Maine. And the
conpliance officer in Washington, D.C. would be nmore famliar with
the <construction industry. Yet either one would be able to
i dentify the safety and health standards in their industry.

As for OSHA cooperating with small businesses, and not just
focusing on sanctions, OSHA has mde a concerted effort to
cooperate with small businesses. OSHA now provi des every nmenber

of those conpliance staff with a copy of the OSHA instruction
whi ch responds to recommendati on nunber seven.

Again, these are just a summary and if you have any question, |'d
be nmore than happy to answer for you. In closing, let me just say
that | really believe OSHA is very commtted to helping the small
busi ness. And also, | would like to mention that the new small
busi ness web page is getting many hits.

Last week when | returned from Anchorage, there were four hundred
and fourteen e-mails waiting for ne. So again, people are taking
advant age of this system Maybe it is just because it has made it
so easy and convenient for the small business to step forward with
their questions or problems that they m ght be facing them In
fact, one of the messages | checked today was from a couple who
are trying to start their own business, and they wanted to know
about the regulations that they nust conply with.

And | want to thank the Board for the opportunity to be here again
t oday. It is always a pleasure to be here and | would be glad to
respond to any question that you may have.

CHAI R CHAVEZ NAPOLI : Thank you Art. Are there any questions?

MR. GUTHERI E: Just one question. In reference to I SO 9000, we
have a gentleman here that wants to know if there is any new
program that can help an |SO 9000, particularly as it affects the
smal | er (interposing)

MR. DeCoursey: Not that |I'm aware of right now. | also would
like to mention that the Department of Labor has a small business
office under the direction of Jim Robinson. And Tom Hicks is here
t oday representing that office as well.

CHAI R CHAVEZ NAPOLI : | was wondering, if there are any new
technol ogy that makes the inspection process |less time-consum ng.



58

| remember, the old air quality standards, indoor air quality
standards we used to have.

MR. DeCoursey: They're trying to develop all kinds of new
technol ogies. And again, they're keeping it sinple. One of the
things that the Vice President tal ked about was the plain | anguage
initiative, requiring all our regulations to be written in plain

| anguage so that the average person doesn't have to go out and
hire a |lawyer to interpret what the rule is.

MR. DeCoursey: But, you know that plain |anguage works very
wel | . Then of course under the President's directive we have to
have all of our regulations done in plain |anguage. And we have

to also go back and review within the next two years the old
regul ati ons and find out which ones have to be re-written as well.
And | think nmost people |'ve talked are very happy with this
change.

| think using the website, obviously, has become a big hit in
terms of getting questions and information. And if you go to our
website or take a |look at the CD-ROM for exanple, on |ogging a
respirator, it's a step by step process that the average small
busi ness person can sit down and find out, wthin fifteen or
twenty mnutes, what type of respirator they need for their
busi ness. So we are trying to develop nore and nore of these CD-
ROMS.

And also | should mention that I RS, EPA and nyself are trying to
come up with a CD-ROM t hat woul d put a whol e package together that
represent different agencies, so that people wouldn't have to sift
t hrough six different ones.

CHAI R CHAVEZ NAPOLI : Okay, great.

MR. GUTHERI E: | really want to congratulate Vice President for
his efforts that he has wundertaken in support of the small
busi nesses. Not withstanding just the |anguage changes that you

made, but also the point that our gentleman earlier nmade in terns
of conpliance and assi stance.

I think that OSHA has changed so dramatically and for that, this
agency deserves credit. | was going to ask you the question about
your partnerships, and recognition of the SBDC program Has OSHA
made any attenpt to establish any sort of a grant program with the
SBDCs to dissem nate the information simlar to the program that
EPA has i nmpl ement ed?

MR. DeCoursey: To my know edge, not at this point. But | will
tell you that we've had a meeting, in fact the office of small
busi ness has had a nmeeting with the very departments within the
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Departnment of Labor. They sought out funding for this year's
congressi onal budget that would place a person in the Department

of Labor, small business type, into an SBDC to answer the
guestions.

Now |'m not sure of the status of that. But ot her agencies are
| ooki ng at that. That would be the best way for us to go. One

stop shopping basically is what you're tal king about. And agai n,
sonmeone wal king into an SBDC wouldn't want to sit down with
someone there from the Department of Labor

MR. GUTHERI E: That's proven to be very successful at EPA.

MR. GREI NER: | guess you know that, from our perspective, we are
very concerned with the effectiveness of conpliance assistance,
and it seens |like in Arizona, at |east from what we've heard so
far, you guys are doing an excellent job. But perhaps in some
other States, there are some national business associations that
have this concern as well. In cases where state OSHAs aren't as
effective in terms of small business regulatory fairness, we're

wondering if perhaps OSHA would consider regulatory fairness
| ssues when review ng these plans to make, try to bring the States
al ong.

MR. DeCoursey: | mean that is an issue that can be raised with
the head of the program in Washi ngton. I would bring it back to
the Federal State Operations Board.

CHAI R CHAVEZ NAPOLI : Al'l right, and thank you. MWhat |I'd like to
do now is very briefly, because some of us have to catch flights.
If there are any comments or closing remarks from any of the Board
Menmber s?

MR. GUTHERI E: "Il just make one quick comment. | really want to
t hank the people who have stayed here today. We started this
t hree hours ago. And for those who stayed we have a drawing for a
gi veaway. Here the SBDC is giving away sonme prize | wunderstand

for those who stuck around | ong enough.

I want to thank the SBDC for making this opportunity avail able
here at the Community Coll ege. Thank you very nuch. And for al
the work you've done in putting this together. And for everybody
who has participated here | want to thank you as well.

CHAI R CHAVEZ NAPOLI : Thank you. And what | would like to say is
it's very inmportant for us to listen to what your coments are and
again forward them on to Congress. So please fill out those

appraisal forms for the good, the positive and also the negative
so that again we can be successful and be in a partnership.
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As you can see with OSHA, and with Customs, we are in a

partnership and we are not on opposite sides. And | think that
since we attended White House Conference on Small Business in
1995, we have really seen some positive changes. Thank
you very much. Gail?

MS. McDONALD: Well |I'm delighted. This has been a | earning
experience for me, as | knew it woul d. Al'l of you have brought a
great deal to this hearing, and | know you have many other
responsibilities and duties. So it is always a sacrifice to do
t hat . But thank you. We will try to represent your conments and
your interests in a fair and full way. And we | ook forward to
this continued partnership.

CHAI R CHAVEZ NAPOLI : Yes.

DR. M SRA: | would like to give credit for the CD-ROM which is
di ssem nating a |ot of know edge, and a |lot of information about
how to do business. That was distributed |ast year. The US
Depart ment of Conmmerce, MDA, The Small Business Adm nistration,
and National Institute of the Standard and the Technol ogy have

prepared it. So |look for the CD-ROM It's a free of charge. And
it should be called Bible of the small busi ness.

Thank you and God bl ess you.

CHAI R CHAVEZ NAPOLI : Thank you very nmuch. And now this meeting
is adj ourned. Thank you.



